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REPORT

together with 
MINORITY AND ADDITIONAL VIEWS
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The Committee on Interior and Insular Affairs, to which was 
referred the bill (S. 521) to increase the supply of energy in the 
United States from the Outer Continental Shelf; to amend the Outer 
Continental Shelf Lands Act; and for other purposes, having con 
sidered the same, reports favorably thereon with an amendment, and 
recommends that the bill, as amended, do pass.

The amendment to the text strikes all after the enacting clause and 
' inserts a complete new text which is printed in italic type in the re 
ported bill.

I. PURPOSE

During the next decade, development of conventional oil and gas 
from the United States Outer Continental Shelf can be expected (a) 
to provide one of the largest single sources of increased domestic en 
ergy, (b) to supply this energy at a lower average cost to the U.S. 
economy than any alternative and (c) to supply it with subetkjxtially 
less harm to the environment than almost any other source.

Despite the intense and justified concern of many people over t»:«i 
potential damage to the environment and the onshore impacts of oil 
and gas development on the DCS, there is an increasing feeling that 
responsible OCfS development may well be more acceptable environ 
mentally than other potential domestic energy resources such as mas 
sive strip mining for coal and oil shale.
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Because the OCS represents such a large and promising area for oil 
and gas exploration, the Congress must update, the Outer Continental 
Shelf Lands Act of 1053. which has never been amended, to provide 
adequate authority and guidelines for the kind of development activity 
that probably will take place in the next few years. The Committee 
believes that the law should be revised before any large-scale expansion 
of OCS leasing.

There arc two basic thrusts to S. 521. First, it reasserts Congress' 
special Constitutional responsibility to "make all needful rules and 
regulations respecting the territory or other property belonging to the 
United States". (F.S. Const. Art*. W Sec. 3 01. 2.) The Outer Con 
tinental Shelf T-jmds Act is essentially a cnrte blanche delegation of 
authority to the Secretary of the Interior. The increased importance of 
OCS resources, the increased consideration of environmental and on 
shore impacts and emphasis on comprehensive land use planning. 
require Congress to put some "flesh on the bones" in. the form of stand 
ards and criteria for the Secretary to follow in the exercise of his, 
authority.

Second, the bill gives the Secretary new authority needed to manage 
the programs anticipated in the last third of the twentieth century.

Tne major provisions would (1) establish policy iruidclincs. (2) re 
quire a 5-year leasing program. (3) give the coastal States an increased 
role in Federal OCS decisions, (4) provide Federal compensation to 
coastal States adversely affected by OCS development. (5) improve 
safety requirements. (0) establish unlimited absolute liability for oil 
spill damairc with payments from a liability fund. (7) provide for a 
two-step decision process to separate exploration from development 
and production, and (8) authorize new leasing systems and require 
their use on an experimental basis.

II. SUMMARY OF MAJOR PROVISION'S

/. Policy— Scrtion SOI
The bill declares that the OCS is a vital national resource reserve 

held by the Federal Government for all the people, which should l>o 
made available for orderly development, subject to environmental 
safeguards, when necessary to meet national needs.

It also expressly recognizes that in view of the impact on the coastal 
zone of OCS development, the coastal States may require assistance in 
protecting the coastal zone and coastal States should participate in 
OCS policy and planning decisions.

The Act also recognizes and preserves the States' rights to protect 
their marine and coastal environment.
2. Advance Planning— New Section 18

The Secretary is directed to prepare a comprehensive leasing pro 
gram designed to carry out the policy. This program would indicate 
the size, timing, and location of leasing activity which the Secretary 
believes would meet national energy needs over the next five years. The 
leasing program must be consistent with the following principles:

(1) management of the Outer Continental Shelf in a manner 
which considers all its economic, social and environmental values 
and the potential impact of oil and gas development on these 
values and the marine and coastal environment;



(2) timing nnd location of leasing so as to distribute explora 
tion, development and production of oil and gas among various 
areas of the Outer Continental Shelf considering among other 
things:

(A) existing information concerning their geographical, 
geological and ecological characteristics;

(B) their location with respect to, and relative needs of, 
regional energy markets;

(C) their location with respect to other uses of the sea and 
seabed;

(D) interest by potential oil and gas producers in explora 
tion and development as indicated by tract nominations and 
other representations;

(E) an equitable sharing of developmental benefits and 
environmental risks among various regions of the United 
States; and

(F) laws, goals, and policies of the affected and adjacent 
coastal States.

(3) timing and location of leasing so that areas with the great 
est potential fcr environmental damage and impact on the coastal 
zone are leased last, to the maximum extent practicable, consistent 
with the Secretary's determination of national needs;

(4) receipt of fair market return for public resources.
3. Coattal State and Public Participation.—New Section* 18 and 30, 

and Section 206
Numerous provisions of S. 521 are designed to give states and local 

governments and the general public a significant opportunity to par 
ticipate in and comment on Federal OCS planning and policy deci 
sions. This is particularly significant with respect to development of 
the 5-year leasing program pursuant to new Section 18 and review 
of development and production plans required by Section 206.

New Section 30 authorizes the Governors of coastal States to estab 
lish regional Outer Continental Shelf advisory boards. The boards 
would advise the Secretary on all matters related to Outer Continental 
Shelf oil and gas development including but not limited to develop 
ment of the leasing program required by new section 18; approval of 
development and production plans required by section 206; imple 
mentation of environmental baseline and monitoring studies; and the 
environmental impact statements prepared in the course of imple 
mentation of the Act.

One of the most significant features of the bill is the provision of new 
section 32(d) which states that if a regional advisory board or a 
governor of a potentially affected coastal state makes specific recom 
mendations to the Secretary regarding the size, timing, or location of a 
proposed lease sale or on a proposed development and production plan, 
the Sec-rotary shall accept such recommendations from (he regional 
advisory board or governor, unless he determines they are not con 
sistent with national security or overriding national interests.
4> Aarittance to the Coastal State*.—New Section 24

The coastal States are impacted by OCS development in a variety of 
ways. The secondary impacts onshore are far greater than the potential 
direct impact from oil spills and the activity on the OCS lease site 
itself. These impacts stem from the development* of onshore support



facilities for OCS development and the location of petroleum refining 
and transportation facilities near production sites.

The Committee believes that coastal state opposition to OCS leasing 
can lead to significant delays in oil and gas development, A major rea 
son for such opposition in "frontier" leasing areas such as the Atlantic 
and Alaska coasts as well as in California is concern about the ability 
of State and local governments to cope with the onshore economic and 
social problems caused by OCS development.

These legitimate concerns of these States must be balanced against 
the .national need to develop the Federal energy resources of the Outer 
Continental Shelf. The Committee believes that the Federal Govern 
ment should assist the States in ameliorating adverse environmental 
impacts and controlling secondary economic and social impacts as 
sociated with OCS oil and gas development. For this reason S. 521 
provides that 10% of the Federal QCS revenues but not. to exceed $200 
million per year will be available for grants to impacted coastal States 
for this purpose.
5. Separation of Exploration from Development and Production— 

Section 206
Section 206 of S. 521 provides the mechanism for separation of ex 

ploration from development and production endorsed by the National 
Governors Conference, the National Conference of State Legislatures, 
the Coastal States Organization and many other groups. It is one of 
the most significant portions of S. 521.

If a Federal lessee finds oil and gas he must prepare and submit-to 
the Secretary, the Governor of affected coastal States and any regional 
OCS advisory board a development and production plan. The plan 
must include information about the nature and extent of the develop 
ment and production program both on the Outer Continental Shelf 
and onshore. Review of this plan will give the coastal States a real 
opportunity to assess the potential, environmental, social and.economic 
impacts of the development and to resolve any problems with the 
Secretary and the lessee before they occur.
6. Federal Oil and Gas Survey Program.—New Section 19

The Secretary would be directed to conduct a survey of oil and gas 
resources of the OCS. This program would be designed to provide 
information about the probable location, extent and characteristics of 
these resources. It would provide a basis for development, and revi 
sion of the leasing program and more informed decisions about fair 
market value of resources. As part of this program the Secretary 
would be authorized to purchase data and contract for stratigraphic 
drilling on the OCS.

The Secretary would prepare and publish maps and reports on.the 
OCS. This information should help potential oil and gas developers 
to participate in and the general public to undesrtand, OCS 
programs.
7. Research and Development.—New Section 21

To improve technology used in OCS development, the Secretary 
would be directed to carry out a research and development program 
where such research was not being done adequately by others. This



would include consideration of (1) downhole safety devices, (2) 
methods for reestablishing control of blowing out or burning wells, 
(3) methods for containing and cleaning up oil spills, (4) improved 
flaw detection systems for undersea pipelines.
S. Unlimited Oil Spill Liability.—New Section 23

The bill puts into law the existing rule, established by Departmental 
regulation, that an COS lessee is liable for the total cost of control and 
removal of spilled oil. It also creates a new strict liability rule for dam 
ages from OCS oil spills. The provisions are patterned after the Trans- 
Alaska Pipeline Authorization Act of 1973. (Title II of P.L. 93-153 
and the Decpwater Port Act (P.L. 93-627).)

The damage liablity is imposed, except for acts of war, without re 
gard to fault, and without regard to ownership of the land or resource 
damaged if the land or resource is relied on for subsistence or eco 
nomic purposes. Thus there can be recovery for damage to fisheries 
despite the fact that the fisherman has no property right in the un- 
caught fish. Resort owners could also recover for loss of business caused 
by an oil spill on the beach even though they do not own the beach. 
On the other hand, sport fishermen or vacationers could not recover 
for any inconvenience, caused by a spilL

The lessee or holder of a right of way is liable for the first $7 million 
and. the Offshore Oil Pollution Settlement Fund, created by the Act, 
is liable for balance.

The money in this Fund will come from a fee of 2i/4<i on each barrel 
of oil produced from the Outer Continental Shelf. The Fund will be 
administered by OCS lessees subject to audit by the General Account 
ing Office.

The Fund is authorized to borrow from commercial sources so no 
government funds would be used to pay damage claims.
0. Industry Information Disclosure.—New Section 19 and Section 207 

The bill requires any person holding a geological or geophysical 
exploration permit to submit to the government the data and informa 
tion obtained during exploration. All oil and gas lessees would have 
to submit data about the oil and gas resources in the area covered by 
the lease. The Secretary would keep all proprietary data confidential 
until he determines that public availability of the data would not 
damage the competitive position of the permittee or lessee.

The Committee feels strongly (hat private parties using public re 
sources for private profit should be required to make information they 
obtain about the resources available to the representatives of the pub 
lic. At the same time, the Committee recognizes the value of this in 
formation to the individual explorer or producer. The provisions of 
S. 521 arc designed to balance the public's interest in obtaining in 
formation about its resources and public's interest in maintaining an 
active and competitive oil and gas industry.
10. Safety and Performance Standards and Enforcement.—New Sec 

tion 20
S. ">21 directs the Secretary to establish safety and performance 

standards for a'l pieces of equipment, pertinent to public health, safety 
or environmental protection. These standards must require use of the
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best available technology where failure or malfunction of the equip 
ment would have a substantial impact on public health, safety or the 
environment.

To assure that increased OCS development proceeds in ns safe a 
manner as possible, the Secretary would be directed to conduct regular 
'inspections and strictly enforce safety regulations. The inspections 
must take place at every stage of operations which means that Congress 
must provide funding and manpower needed. Penalties for violation 
of the regulations would be increased and lessees would be required 
to give the Secretary any information he needs to assure a safe 
operation.
11. Revised Bidding Si/stems.—Section 203

S. 521 authorizes a wide variety of new bidding systems. These arc 
designed to reduce the front end cash bonus, increase the government's 
return on actual production of oil or gas, make it easier for smaller 
companies to enter the OCS development business, and increase the 
availablitv of funds for exploration.

The bifl sets forth procedures for utilizing the various bidding 
alternatives authorized, limits the use of joint bidding, and requires 
the testing of at least four new alternative bidding practices in the 
first 2 years after the date of enactment of this Act.

The Committee recognizes that these alternatives may not be the 
"perfect solution." However, they should facilitate entry into the OCS 
development business of more independent producers and are cer 
tainly worth trying on an experimental basis.

In'order t.o assure that these alternatives will be used, the bill limits 
the Secretary's authority to use the cash Iwnus fixed royalty system 
which has been the historical method of OCS bidding.
12. Promotion of Competition.—New Section 26 and Sections 203 and 

204.
S. 521 revises bidding systems to encourage entry of new competitors, 

especially smal independent operators. It also deals with sale of royalty 
oil and requires a. report with specific recommendations to improve 
competition, maximum production and insure fair return to the, public 
from development of OCS resources.
J3. Environmental Studies by Government.—New sections 28 and 29.

Environmental baseline and monitoring studies are required before 
oil and gas drilling can begin on any OCS area not previously leased. 
These, studies will involve all appropriate government agencies, par 
ticularly the National Oceanic and Atmospheric Administration.

l.'f Stringent Civil and Criminal Penalties. New Section 27.
Increases criminal penalties for certain willful violations of the Act. 

Imposes civil liability for violations which continue after notice and 
opportunity to correct violations.
15. fnteragency Coordination of All Facet* of OCS Oil and Gas 

Development.
Contains numerous provisions designed to promote Federal inter- 

agency coordination, particularly among the Departments of Interior, 
Commerce, and Transportation. Also directs coordination with State 
and local government agencies.
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III. BACKGROUND AND NEED

HISTORT OP OCS ACT

In 1953, Congress enacted the Outer Continental Shelf Lands Act. 
This vAct authorizes the Secretary of the Interior to grant mineral 
leases on the Outer Continental Shelf and to prescribe regulations for 
their administration.

Presently, the Outer Continental Shelf program is handled jointly 
by the Geological Survey and the Bureau of Land Management under 
a joint arrangement which divides responsibility by allocating to the 
BLM the leasing function and to the Survey the prelease resource 
evaluation and the post-lease administration function.

The OCS Act of 1953 stemmed from the proclamation on the Con 
tinental Shelf issued by President Truman in 1945. It declared the 
natural resources of the "subsoil and seabed of the Continental Shelf 
beneath the high seas but contiguous to the coasts of the United 
States" to be subject to the control and jurisdiction of the U.S. The 
proclamation did not define the seaward limits of the Continental 
Shelf but the accompanying press release (September 28,1945) from 
the White House indicated that the submerged land which is covered 
by no more t-han 100 fathoms (600 feet) of water was considered as 
the Continental Shelf.

The 1958 Geneva Convention on the Continental Shelf ratified by 
the U.S. in 1960 includes an open-ended definition of the Shelf as 
extending to a depth of 200 meters "or beyond that limit to where 
the depth of the superjaccnt waters admits of the exploitation of the 
natural resources."

In 1947 and 1950, the Supreme Court ruled on the controversy be 
tween the United States and various coastal states over ownership and 
control of the shelf. The Supreme Cotut decided that the entire Shelf 
was under Federal control. United States v. Califorfnia. 332 U.S. 19 
(1947): United States v. Louuiarut, 339 U.S. 699 (1950): United 
Stat.f9 v. Texas. 339 U.S. 707 (1950). However, in 1953 Congress passed 
tho Submerged Lands Act which "released and relinquished" to the 
coastal states that portion of the Shelf extending out from the meaJi 
high tide line for 3 miles or to their historic boundaries. Congress fol 
lowed this with the OCS Lands Act which was primarily designed to 
l>e an affirmation of the 1945 assertion of jurisdiction by President 
Truman.

Tho 1953 Act. reflects this emphasis on jurisdictional questions. Its 
"bare bones" leasing authority with essentially no statutory standards 
or guidelines also reflects the relative lack of liasic knowledge concern 
ing", and interest in, development of the resources of the Shelf at that 
time.

HISTORY OF OI:TKU CONTINENTAL SHELV RKSOXJRCK DEVELOPMENT

The total shelf and continental margin area of the Outer Conti 
nental Shelf is estimated to be approximately 1,175.680.000 acres (in 
cluding areas beyond Hie 200-mcrer water depth to 2.500-meter water 
depth). Of this total, the area under Federal jurisdiction is approxi 
mately 1,14(5.680.000 acres.
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Pursuant to the Submerged Lands Act and subsequent court deci 

sions, coastal states have jurisdictions within 3 miles of their 
coasts and Texas and Florida have jurisdiction for three marine 
leagues off their Gulf of Mexico coasts which accounts for the differ 
ence in area of the shelf and margin area and that part under Federal 
jurisdiction.

Since the passage of the OCS Lands Act (67 Stat. 462; 43 U.S.C., 
Sec. 1331-1343) on August 7, 1953, 38 lease sales have been held, the 
large majority of which have been offshore Louisiana and Texas. 
Currently outstanding leases include over eight million acres. Petro 
leum production amounts to approximately 11 percent of total do 
mestic production and natural*gas production amounts to approxi 
mately 16 percent.

Production of hydrocarbons includes over three billion barrels of 
oil (including condensate) and nineteen trillion m.c.f. of natural gas.

The Outer Continental Shelf Lands Act provides for payment to 
the Federal Government of revenues derived from oil and gas leases 
on the Outer Continental Shelf subject to Federal jurisdiction.

All but 10 OCS leases issued to date have required payment to the 
Federal Government based on a royalty rate of 16% percent in the 
amount or value of the production saved, removed, or sold from the 
lease. The other 10 were issued on a royalty bidding basis. The annual 
rental and minimum royalty required for leases offered at general 
lease sales (unproven areas) have been $3 per acre, and have been $10 
per acre for leases offered at drainage sales (proven areas). Total 
Federal revenues from Outer Continental Shelf resource development 
amount to over 18 billion dollars.

OCS OIL AND CfAS RESERVES

In May the U.S. Geological Survey estimated that there are now 
demonstrated reserves of less than 1 billion barrels of oil and less than 
1 trillion cubic feet of gas in the OCS off Southern California, and 
2.2 billion barrels of oil and 35 trillion cubic feet of gas in the OCS 
in the Gulf of Mexico off Louisiana and Texas.

In addition to the demonstrated reserves known to exist on the 
OCS, the continental margin of the United States is believed to con 
tain very large amounts of undiscovered oil and gas resources. The 
presence of these resources has not actually been demonstrated, nor 
can it be determined what portion may prove to be economically recov 
erable even if they are discovered. The figures given represent those 
arrived at by geological inference from indirect evidence. The dis 
tinction between potential resources and proved reserves is an im 
portant one, because many dollars of investment and much effort 
separate the one from the other.

The U.S. Geological Survey's most recent estimates (May 1975) that 
the potential recoverable petroleum resources remaining on the OCS 
of the United States out to a water depth of 200 meters are 10-49 
billion barrels of crude oil and natural gas liquids and about 42-81 
trillion cubic feet of natural gas. For purposes of comparison, the 
United States consumed 6 billion barrels of oil and 23 trillion cubic 
feet of gas in 1973.
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RECENT DEVELOPMENTS

The OCS leasing program has been confined almost exclusively 
to the Gulf of Mexico. The only exception is a small area leased off 
southern California.

If we are to' increase our OCS oil and gas development, leasing must 
take place in new or "frontier" areas. A number of steps have already 
been taken in that direction.

On April 18, 1973, the Persident announced that the Outer Con 
tinental Shelf leasing rate -would be increased from 1 million acres 
nor year to 3 million acres per year and that the 5-year tentative 
leasing schedule should be revised to reflect this acceleration.

On April 18, 1973, the President directed the Council of Environ 
mental Quality (CEQ) to study the environmental impact of oil and 
gas production on the Atlantic and Gulf of Alaska Outer Continental 
Shelf, since it was clear that continued accelerated leasing in the 
Gulf of Mexico and offshore California would soon consume available 
acreage in those areas.

On January 23,1974, the President directed that Outer Continental 
Shelf leasing be even further accelerated and that 10 million acres be 
leased in 1975.

On February 20,1974, the Department of the Interior published in 
the Federal Register a request for comment on 17 potential OCS oil 
and gas leasing areas. The responses ranked the ureas of greatest 
potential as the Gulf of Alaska, in the central Gulf of Mexico, and the 
Beaufort Sea. respectively. Four companies ranked areas according to 
which frontier areas they would prefer to have leased first. In order 
of leasing priority, these areas were the mid-Atlantic, the Gulf of 
Alaska, and Cook Inlet, respectively.

In response to the President's directives to accelerate leasing, the 
Department issued in November 1974, a four-year OCS proposed 
planning schedule which listed 24 sales, six sales per year, through the 
end of 1978, with sales in all frontier areas. Xine sales were listed for 
the Alaska OCS, six for the Atlantic, five for the Pacific, and four for 
(he Gulf of Mexico. However, in some cases scheduled actions have 
been delayed because of litigation. One legal dispute, that bet\yeen the 
Federal Government.and the Atlantic coast states, was decided in favor 
of the United States by the Supreme Court on March 17, 1975. This 
decision places the boundary between state and federal jurisdiction on 
the Atlantic coast at the three mile limit.

The Department published in the Federal Register on March 26, 
1975, a call for nominations in the mid-Atlantic area. Although no 
tentative sale date has been established, the usual period between a call 
for nominations and a sale is at least a year. The Department is also 
carrying out procedures in preparation for a proposed sale of 1.8 mil 
lion acres in the Gulf of Alaska, and for a proposed safe of 1.6 million 
acres off Southern California.

In late 1974 the Department modified its OCS leasing goals. The 
goal of leasing ten million acres in 1975 changed to holding six lease 
sales per year in 1975 and subsequent years and holding lease sales in 
nil frontier areas of the OCS by the end of 1978.
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SUMMARY OF CURRENT LEASING PROCEDURES

The OCS leasing schedule issued by the Department of Interior in 
June and the areas involved are shown in figures 1 and 2. More de 
tailed mans of proposed leasing area are set out in figures 3,4,5 and 6.

The following are the sequential steps and the average time intervals 
leading to an OCS lease sale decision.
Call for Nominations and Comments

From industry and from the public.
To provide a basis for determining the actual area to be investigated 

for a future possible lease sale.
Tract Selection

Follows the call for nominations and comments by about three 
months.

Defines the actual area on which a draft/ environmental impact state 
ment will be prepared.
Draft Environmental Impact Statement

Follows the tract selection announcement by about three months.
Evaluates the impacts and examines the alternatives of a proposed 

specific leasing area.
Basic data are collected and examined which include the geology, 

climate, physical oceanography, biological environment, and natural 
phenomena unique to the specific area of the proposed sale.

Specific data include the rate and flow of tides and currents, air and 
water quality, seasonal temperatures and winds, the marine communi 
ties of plants and aquatic life, wildlife, of any island landmass in the 
specific area, commercial and sport fishing, ship traffic, navigation..and 
military uses, beach oriented and other forms of recreation.
Public Hearings

Follows publication of the draft EIS by about two months.
Gives all interested parties (industry, environmental groups, State 

and local governments, educational institutions, the financial and busi 
ness community, research organizations, labor, and the general public) 
an opportunity to record their yiws concerning the proposed sale.
Final Environmental Impact Statement

Follows the public hearings by about three months.
Reflects testimony from witnesses.
Provides data and additional information to help the Secretary of 

the Interior fully evaluate potential effects of the proposed sale, in 
cluding aquatic resources, aesthetics, recreation, and historic and cul 
tural values of the area which could be affected during the explora 
tion, development, and operation phases of lease development.

Is submitted to the President's Council on Environmental Quality 
(CEQ).
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Decision Whether To Hold a Sale

Follows at least 30 days after publication of the final EIS.
Secretary's decision may include specific environmental restrictions 

in the terms of lease sale and lease stipulations, or the decision may 
include deletion of certain tracts from the list of tracts to be offered 
for lease sale.
Sale

30 days after decision.
From the time a lease is awarded to a successful high bidder until 

actual wells are drilled, a deposit of crude oil or natural gas is dis 
covered, and a production plan is made and approved, an average of 
two to three years may have elapsed.
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OKXKR.VL ACCOUXTIXO OJTICB REPORTS OX CURREXT OCS LKA8IXG PROGRAM
AXI) PROCEDURES

In view of the gnat significance of Outer Continental Shelf oil and 
gas development, the General Accounting Office has been conducting 
an intense in depth study of the current leasing policies and 
procedures.

The Committee !>e!icvcs that all those concerned with revision of 
the Outer Continental Shelf Lands Act of 1953 should be aware of the 
very significant findings of the first two GAO reports. The digests 
of the reports follow:
l)ige»t of the Jfejwrt on Outlook for Federal Goal* to Accelerate 

Lcating of OH and Go* Retource* on the Outer Continental Shelf 
by the Comptroller General of the United Statet, March J9, J976
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DIGEST
the review -was made

Development of oil aiui gas resources on the Outer Continental Shelf 
is recognized as one way to lessen U.S. dependence on foreign energy 
supplies. However, there is considerable controversy over Department 
of the Interior plans for Shelf leasing.

This report, first of a scries on Federal leasing policies and practices, 
focuses on how Interior determined its goal for accelerating leasing of 
oil and gas resources on the Shelf, how this goal is related to Project 
Independence, and constraints which may and constraints which may 
hinder its accomplishment.
JPindinyy and cotwluwonii

Until 1971 there was little orderly planned development of the 
Shelf. The Shelf oil and gas leasing program was influenced heavily 
by industry interest and the desire to generate revenues for the Treas 
ury. (Sec p. 6.)

Federal leasing goals had changed significantly- in less than 4 years. 
The leasing goal increased from 1 million acres in 1071 to 10 million 
acres in 15)74—only 0.8 million acres less than the total acreage leased 
in the 20-year period of the Federal Shelf leasing program. (See p. 6.)

Interior officials indicate a softening in their earlier firm position to 
lease 10 million acres. At a November 1074 conference of Coastal 
States Governors, the Secretary of the Interior said that the Adminis 
tration was "not wedded" to leasing 10 million acres in 1975, but "was 
wedded" to the idea of beginning leasing in the frontier areas, in addi 
tion to the Gulf of Mexico!

The Secretary stated that Interior must, proceed expeditionary- with 
the, preparatory steps for six proposed offers'in 1975. It is unclear at 
this time what amount of acreage would make up the six offers. No 
new acreage goals were announced for 1975 or subsequent years. An 
Interior official told GAG in January 1975 that Interior program 
personnel were still working toward a 10 million acre leasing goal.
Unrealistifi leasing goal

Interior established the accelerated leasing goal of 10 million acres 
without carefully analyzing and considering several factors and prob 
lems affecting the goals soundness.

GAO found that the goal was:
—-Hastily conceived by interior under prcssui-cs exerted by the 

energy crisis and the newly formed Federal Energv Administra 
tion :

—Developed with little input by the Interior operating levels and 
based on overly optimistic assumptions and inadequate data;

—Adopted by Interior policy officials despite opposition from pro 
gram personnel; and

—JX'veloped and adopted without adequate consideration of en 
vironmental impacts, national-regional supply-and-demand

SJ-5»2 O - 11 - 2
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needs, or alternatives to large scale expansion of Shelf leasing. 
(See p. 4.)

Interiors analysis of production which could be expected from 
accelerated leasing was limited due to the tight response deadline set 
by Interior officials. At most, 2 weeks' time was spent drafting the 
accelerated leasing proposal which was announced by the President in 
January 1974. (See p. 8.)
Acreage hating goal* not related to Project Independence 

Interior's decision to lease 10 million acres was reached before the
Project Independence study was initiated in March 1974. 

Although the study assumed that accelerated Shelf leasing would

Elay a key role in providing future oil and gas supplies, the Project 
ndependence production estimates were not tied to Interior's stated 

goal to lease 10 million acres in 1975 or to any other acreage goal. (See 
p. 12.)

Also, bases used in estimating production and the production esti 
mates differ.

Interior's January 1974 estimates of production by 1985 were based 
on leasing 50 million acres during the 5-year period 1975-79, or an 
average of 10 million acres a year. The Project Independence produc 
tion estimates were not based on acreage but on drilling estimates for 
each Shelf area.

GAO's rough calculations show that from 15 to 28 million acres 
would have to be leased and drilled by 1985 to satisfy the Project 
Independence assumptions. The total acreage leased would in all likeli 
hood be higher titan 15 to 28 million acres because a timelag generally 
exists between leasing and the start of drilling.

Interior estimated that oil production would reach 7 billion barrels 
a year by 1985. Compared with this projection, Project Independence 
crude oil production estimates were about five times lower.

Interior officials told GAO that revised production estimates given 
to the House Appropriations Subcommittee on Interior and Belated 
Agencies in October 1974 were consistent with Project Independence 
projections. These projections, however, were based on a 1-year leas 
ing program of 10 million acres in 1975 and are not comparable to 
Project Independence estimates which covered a 12-year period and 
assumed that unlimited acreage would be available for accelerated 
leasing.

Although lower than Interior's estimates, the Project Independence 
production estimates are bused on optimistic production conditions.

For example, the estimates allow only a 1-year timelag between ex 
ploratory drilling and production, compared to industry estimates of 
3 to 8 years in the Atlantic.

By changing the Icadtime variables alone, GAO estimated that the 
1985 production from the Atlantic—under optimistic conditions of 3 
years' delay—would be about 12f> million barrels, or 53 million barrels 
a rear less than the Project Independence estimate. (See p. 13.)

tinder the less optimistic estimate of 8 years' delay, 1985 produc 
tion from the Atlantic would be 14 million barrels, or 165 million 
barrels less than the Project Independence estimate.

GAO believes that the Secretary of the Interior should clearly de 
fine Shelf leasing goals and specify how these goals will be met and 
how they relate to national energy goals and plans. (See p. 16.)
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GAO believes thnt the real issue in defining leasing goals concerns 
the magnitude of a lasing program and not necessarily the number 
of acres, although traditionally this has been the principal indicator 
of magnitude. Without clear guidance as to the magnitude of a leas 
ing program, GAG questions whether Government or industry plan 
ning can be effectively accomplished. (Sec p. 16.)
(JoMtraintu to expanded production

A number of studies have been made of availability of materials, 
equipment, manpower, capital, and other related services needed for 
accelerated exploration of the Shelf. The predicted importance and 
impact of reported shortages remain questionable.

However. GAO found agreement that existing and predicted short 
ages will to some degree limit the ability of industr}' to expand ex 
ploration and development of the Shelf. '(See p. 30.)

Industry representatives told GAO that actions must be taken in 
several broad policy areas to minimize constraints to production, in 
cluding:

—Implementation of n national energy policy which will be a focal 
point and provide guidance for an overall planning approach to 
leasing oil and jjas and other energy resources.

—Removal of leasing uncertainties so that industry resources (man 
power, equipment, materials, and capital) can be planned for and 
managed properly.

—A decision at an early date regarding the depiction allowance 
and price controls of oil and natural gas.

—Development of timely, efficient, and effective methods for envi 
ronmental assessment and realistic assessment of tradeoff between 
energy needs and environmental hazards.

—Accelerated research to improve technology for exploration and 
production in deep wjiter and more hostile, environments of 
Alaska and other frontier areas. (See p. 25.)

Quality of Government'* valuation, program, jeopardized by acceler 
ated leaning goal

If projected leasing schedules are maintained, the Government's 
lease valuation program will be jeopardized.

The lower ouality and/or lack of evaluation made necessary by 
inadenuatc staffing will mean increased reliance on bid-competition us 
the only means to insure thnt fair market value is received for leased 
resources. The Government's tract selection and valuation practices 
are inadequate even at much slower leasing rates. (See p. 2.">.)

Survev officials told GAO that there will be major problems tryhur 
to evaluate all the acreage tentatively planned for offer in May 19V5 
and indicated that their approach probably will be to first evaluate 
what appears to be the lx>st prospective acreage and. if time is avail 
able, to evaluate the lower quality acreage. (See p. 20.)

In December 1974 Survey was experiencing delays in filling the 
authorized positions necessary for carrying out evaluation aspects fur 
the lease offers. (See. p 25.)

The main alternative to hiring is to contract for assistance to sup 
plement the Government's valuation work. But, according to Survey, 
qualified contractors are straining to keep up with demand placed on
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them by industry and their assistance may not be available for some 
time. (See p. 26.)

Survey has already experienced delays in receiving some data inter 
pretations from contractors for recent offers. Further, by contracting 
out such interpretive work to companies doing business with industry 
on a day-to-day basis, objectivity of the results.is seriously open to 
question. (See p. 26.)

The Secretary of the Interior should reconsider the accelerated 
Shelf leasing schedule in the light of Government and industry capa 
bilities and possible alternatives to leasing in new Shelf areas as 
addressed in the Project Independence analysis and the President's 
subsequent national energy and economic proposals. (Sec p. 31.)
Prospects for industry response to accelerated leasing program 

A common view of industry is that new or "virgin" Shelf areas
should be leased as soon as possible because of their resource potential. 

The prospects that a planned Gulf of Mexico lease offer scheduled
for May 1975 will be sought vigorously by industry and contribute
significantly to the success of the accelerated lease program are not
encouraging because:

—Industry interest in tracts for these offers has been disappointing, 
and will continue the downward trend.

—The trend in bids per tract by industry for recent offers has also 
been downward.

—Interior and industry consider the potential resources which are 
considered to be primarily gas to be marginal. Industry argues 
this is due partially to the low price of federally controlled gas. 
(See p. 27.)

Glutting the market with large acreage offerings in the Gulf likely 
will continue to lower the average bid price an acre. However, these 
offerings are being scheduled at the present time, apparently because 
there are no other Shelf areas available for immediate leasing. (See 
p. 27.)

Industry interest for the initial offerings in the new frontier Shelf 
areas cannot be projected on the basis of recent trends in the Guif of 
Mexico (Seep.27.)

The relatively low level of industry interest in the Gulf is the result 
of over 20 years' exploration during which areas with best potential 
have been offered and leased. The same trends could develop for the 
other Shelf areas over a comparable period of time. (See p. 27.)

Regardless of the general quality of tnicts offered, industry has 
shown in recent offers that the most promising prospects will continue 
to attract high bids. (See p. 28.)

The eight largest petroleum companies are expected to secure a sub 
stantial share of the acreage to be leased in the initial offers of frontier 
acreage of the Atlantic and Alaska.

The smaller petroleum companies arc not expected to be major com 
petitors for the frontier Shelf areas because of high risks and costs 
associated with their exploration and development. (See p. 30.)
Recommendation*

The Secretary of the Interior should:
—Clearly define Shelf leasing goals and specify how these goals 

will be met and how they relate to overall national energy goals 
and plans, and
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—Reconsider the accelerated Shelf leasing schedule in the light of 

Government and industry capabilities and possible alternatives 
to leasing in new Shelf areas as addressed in the Project Inde 
pendence analysis and the President's subsequent national energy 
and economic proposals.

Agency actions and'unresolved issues
GAO reviewed Interior's draft comments and considered them in 

preparing this report. The Federal Energy Administration did not 
make their draft comments available for GAO's review. Final agency 
comments on this report were not receiver! in time to be considered.
Mattery for consideration by the Congress

This report contains information on a critical Federal policy deci 
sion regarding leasing of the Outer Continental Shelf, which has far 
reaching implications on the direction of future energy resources de 
velopment. Early attention and resolution of the issues discussed in 
this report, is important for the success of any program which may be 
established for increasing domestic oil and gas production. The Con 
gress now has before it for consideration several major energy pro 
posals related to these issues.

Digest of the Report on Outer Continental Shelf Oil and Gas Develop 
ment—Improvements Needed in Determining Where to Lease and 
At What Dollar Value by the Comptroller General of the United 
States, June 30,1075

DIGEST

Development of oil and gas resources on the Outer Continental Shelf 
is recognized as one way to lessen U.S. dependence on foreign energy 
supplies. Interior and the Federal Energy Administration indicate 
that much of the increase in future U.S. domestic oil and gas produc 
tion will have to come from the Shelf.

GAO recommended that the Secretary of the Interior take steps to 
improve the Federal Government's programs for deciding where to 
lease potential offshore, oil resources, and at what dollar value.

Recommendations broadly outlined below call for:
—Interior to direct an exploration program for a systematic planned 

appraisal of Outer Continental Shelf oil and gas resources, in 
cluding selective stratigraphic test drilling in Shelf areas before 
leasing. (See pp. 15 and 35.)

—Industry involvement in resource appraisal through exploration 
permits and Government-financed exploration to insure implemen 
tation of federally planned efforts. (See pp. 15 and 35.)

—Federal regulations aimed at providing the Government and the 
general public with geotcchnical information. (Sec pp. 15 and 
35.)

—Procedures for periodic assessment of economic factors used in 
valuing resources and adjusting such factors on the basis of the 
most current information available. (See p. 30.)

—Pacing lease offers at a frequency whitih will permit Interior to 
adequately consider geotechnical data in its Shelf valuation pro 
grams. (Seep. 36.)
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—Establishing a test program to evaluate, offer, and lease entire 

geological structures as opposed to the present practice of leasing 
tracts. Unitization of exploration and development activities 
would be required for test purposes. (See p. 41.) 

This report, second of a series on federal leasing policies and prac 
tices concludes that the Federal Government's Shelf evaluation 

•programs
—Are hindered by inadequate data and analysis,
—Do not reasonably insure that a fair market value return is re 

ceived on lease offers of shelf oil and gas resources, and
—Are being jeopardized by an accelerated leasing pace.
Interior said it was studying all the issues presented in the report 

and while it saw positive features to implementing the recommenda 
tions it felt there were many drawbacks to the recommendations.

Interior agreed to withhold lease offers until it could adequately 
consider geotechnical data, and in April 1975 announced proposed 
regulations providing for availability of geotechnical data for Gov 
ernment and public use. (See p. 34.)

Interior is generally opposed to federally financed exploration in 
cluding stratigraphic test drilling but it favors industry financing of 
such exploration. Also, Interior favors a benefit-cost analysis of struc 
ture leasing before proceeding with a test program. (See p. 14.)

GAO believes in a sound balanced approach to the development of 
the oil and gas resources on the Outer Continental Shelf. The Govern 
ment's direction and financing are essential to insure that exploratory 
activities are sufficiently broad to implement a systematic plan for 
resource appraisal in the public interest, (See p. 13.)

GAO also believes a test program to evaluate, offer, and lease entire 
geological structures will allow the merits of a structure leasing pro 
posal to be analyzed and evaluated.

Legislation now pending before the Congress deals with these issues 
and with expanding the Federal Government's role in developing the 
mineral resources of the Outer Continental Shelf. The major bills now 
Ixiforc the Congress include S. 426, S. 521, and H.R. 6218. Matters dis 
cussed in this report should be of interest to the Congress in consider 
ing the proposed legislation.

IV. COMMITTEE RECOMMENDATION
The Committee on Interior and Insular Affairs in open business 

meeting on July 11 recommended that S. 521 be approved by the 
Senate.

V. LEGISLATIVE HISTORY
S. 521 was introduced on February 3, 1975. As introduced. S. 521 

was virtually identical to S. 3221, 93d Congress, which was passed by 
the Senate on September 18,1974, by a 64-23 vote.

On March 14,17 and 18 and April 8 and 9 joint hearings were held 
with the Committe on Commerce on S. 521 and a number of pending 
and interrelated bills to amend the Outer Continental Shelf Lands 
Act of 1953 and the Coastal Zone Management Act of 1972. These have
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lx;cn printed as Outer Continental Shelf Lands Act Amendments and 
Coastal Zone Management Act Amendments (94-14, parts 1 and 2). 
The Committee also received a study from the Office of Technology 
Assessment—An A nalysis of the Feasibility of Separating Explora 
tion from, Production of Oil and Gat on the Outer Continental Shelf. 
(May. 1975) The Committee has-also had the benefit of two recent re-
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velopment—Improvements Needed in Determining Where to Lease 
and at What Dollar Value (June 30,1975).

In 1974, hearings were held on S. 3221 on May 6,7,8 and 10. (Outer 
Continental Shelf Oil and Gas Development) Also, the Committee 
participated in the hearings conducted by the National Ocean Policy 
Study on the economic, environmental, and social impacts of develop 
ment of the oil and gas resources of the Outer Continental Shelf. These 
took place on April 23. 24, 25, and May 2 and 22,1974. A major focus 
of these hearings was the Council on Environmental Quality's study 
entitled, "OCS Oil and Gas—An Environmental Assessment", released 
April 18.

Tn addition, the Committee has, since the initiation of the National 
Fuels and Energy Policy Study, conducted several hearings dealing 
with OCS matters. These have l>een printed as Outer Continental Shelf 
Policy Issue (92-27, parts I-III); Federal Leasing and Disposal Is 
sues (92-32); and Trends in Oil and Gas Exploration (92-33, parts I 
and IT).

During the 91s(; Congress, the Committee's Special Subcommittee on 
Outer Continental Shelf made a report, on Outer Continental Shelf 
policy issues—(CommitteePrint, December21,1970).

The Committee has also had the benefit of the publications of The 
National Ocean Policy Study relating to OCS development. These 
are: Outer Continental Shelf Oil and Gas Development and, the 
Coastal Zone (November, 1974); North Sea Oil and Gas: Impact of 
Development on the Coastal Zone (October, 1974); and Outer Con 
tinental Shelf Oil and Gas Leasing Off Southern California: Analysis 
of Issues ( November, 1974).

VI. SECTIOX-BV-SECTION' AXAI-YSIS 
Section 1 contains the short title and table of contents.

TITLE T. FINDINGS AND PURPOSES

Section 101 sets out a number of findings about the current and 
future energy supply situation, and the potential role of the oil an\l 
gas resources of the Outer Continental Shelf (OCS).

Section 102 states the purposes of the Act. These include increasing 
production of oil and gas from the Outer Continental Shelf in a man 
ner which assures orderly resource development, protection of the 
environment, and receipt of fair market return for public resources 
and encouraging development of new technology to increase human 
safety and eliminate or reduce environmental damage.



TITLE H. INCREASED PRODUCTION OF OUTER CONTINENTAL SHELF
ENERGY RESOURCES

This title contains a scries of amendments to the Outer Continental 
Shelf Lands Act of 1953 (43 U.S.C. 1331-43) (OCS Act).

SECTION 201—NATIONAL POLICY FOR OUTER CONTINENTAL S'lIELF

Section 201 amends Section 3 of the OCS Act to add a policy state 
ment that OCS is held for all the people, and its resources should be 
made, available for orderly development subject to environmental 
safeguards.

SECTION "20 2—NEW SECTION OF OUTER C >NTINENTAL SHELF LANDS ACT

Section 202 adds 16 new sections to the OCS Act. These are:

SECTION 18—DEVELOPMENT OF OUTER CONTINENTAL SHELF LEASING
PROGRAM

This section establishes a process which will permit the Secretary 
to weigh the environmental risks against the potential benefits from 
making the oil and gas available to meet national energy needs.

Subsection 18(a) directs the Secretary to prepare a 5-year leasing 
program. It sets out policies to be followed in preparing the program 
including orderly development of energy resources, environmental 
protection, receipt of fair market value, public participation, and 
intergovernmental coordination.

The leasing program should display the information for all inter 
ested Federal, State and local government officials, the oil and gas 
industry, and the general public.

Subsection 18 (b) requires that the program include estimates of the 
appropriations and staffing required to prepare the necessary envi 
ronmental impact statements, obtain, analyze or interpret resource 
data, including environmental baseline studies and any other informa 
tion needed to carry out the law including supervision of all operations 
to assure compliance. The Committee intends that these estimates 
represent the. Secretary's best judgment of actual needs rather than 
the views of the Office"of Management and Budget as to what fund 
ing levels are appropriate for inclusion in the President's Budget.

Subsection 18(c) requires the inclusion in the environmental im 
pact statement on the leasing program of an assessment by the Secre 
tary of the relative significance of the probable oil and gas resources 
of each area proposed to be offered for lease in meeting national de 
mands, the most likely rate of exploration and development that is 
expected to occur if the areas are leased, and the relative environ 
mental hazard of each area. The Committee recognizes that the Sec 
retary cannot determine those factors with a great degree of precision. 
However, an expression of his best judgment based oii available infor 
mation should be very helpful in balancing the conflicting values in 
volved during the decision-making process.
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Subsection 18(d) directs the Secretary to establish procedures for 
receipt and consideration of nominations for areas to be offered for 
lease or to be excluded from leasing, for public notice of and partici 
pation in development of the leasing program, for review by State and 
local governments which may be impacted by the proposed leasing, 
and for coordination of the program with management programs 
established pursuant to the Coastal Zone Management Act of 1972. 
These procedures will be applicable to any revision or rcapproval of 
the leasing program.

The Secretary uses a nomination process at the present time. The 
Committee wants to be sure that this form of industry and public 
participation in the leasing program is continued.

Subsection 18 (e) calls for publication of a proposed leasing pro 
gram in the Federal Register and its submission to the Congress, along 
with a draft environmental impact statement, within two years after 
enactment of this section.

Subsection 18(f) provides that after the leasing program has been 
approved by the Secretary or after June 30, 1977, whichever comes 
first, no OCS leases may lx) issued unless they are for areas included 
in the approved leasing program. The Committee believers that the 
s">0-year program should be adopted ns soon as possible. At the same 
time, we recognize that this will take some time, and that leasing 
should continue during this time. Two years should be ample time to 
develop the program.

Subsection 18(g) provides that the Secretary may revise and rc- 
approvc the leasing program at any time and he must, review and 
reapprove the leasing program at least once each year. The require 
ment for annual reapproval is designed to assure that the program 
fully reflects information and changing conditions. Obviously, 
substantial changes in the program may be required in some years, 
while in others there may be little or no change.

Subsection 18(h) authorizes the Secretary to obtain from public 
sources or to purchase from private sources, any surveys, data, reports, 
or other information (including interpretations of such data, surveys, 
reports, or other information) which may bo necessary to assist him in 
preparing environment impact statements and making other evalua 
tions required by this Act. The. Secretary must maintain the confi 
dentiality of airpn>perietary data or information for such period of 
time as is agreed to by the parties. This confidentiality requirement is 
designed to allow the Secretary to negotiate for the purchase of data 
on the basis that it will Ixs kept confidential for as long as the seller 
wishes. Requiring the public release of all purchased data at any par 
ticular time would tend to lead data owners to refuse to sell the data to 
the Secretary. This provision allows the Secretary and the owner of 
the information to work out a mutually acceptable arrangement. Jt is 
also the. intent of the Committee that the Secretary will avoid 
duplication of data collection efforts wherever possible.

Subsection 18(i) authorizes and directs the heads of all Federal de 
partments or agencies to provide the- Secretary with any nonpro- 
prictary information he requests to assist him in preparing the leasing 
program.
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SECTION 18—FEDERAL OUTER CONTINENTAL, SHELF OIL AND OA8 

INFORMATION PROGRAM

Subsection 19(a) directs the Secretary to conduct a survey program 
regarding oil and gas resources of the Outer Continental Shelf. The 
program will provide information about the probable location, extent, 
and characteristics of such resources ,in order to provide a basis for 
(1) development and revision of the leasing program required by sec 
tion 18 of the Act, (2) greater and better informed competitive inter 
est by potential producers in the oil and gas resources of the Outer 
Continental Shelf, (3) more informed decisions regarding the value 
of public resources and revenues to be expected from leasing them, and 
(4) assisting State and local governments in assessing the impacts of 
OCS development.

The Committee believes that the government must h.*, e better infor 
mation about the resources it owns than it has had in the past. Pub 
lication of this information should be helpful to potential entrants 
into the OCS oil and gas development industry, particularly those 
with less capital to risk than the large major oil companies.

As part of the survey program, Subsection 19(b) authorizes the 
Secretary to contract for, or purchase the results of or, where the re-, 
quired information is not available from commercial sources, conduct 
seismic, geomagnetic, gravitational, geophysical, or geochemical in 
vestigations, and to contract for or purchase tlie results of strati- 
graphic drilling. The Committee believes that in most instances the 
Secretary can acquire the information, required for the survey pro 
gram from private industry.

Subsection 19 (c) directs the Secretary to prepare and publish and 
keep current a series of detailed topographic, geological, and geophysi 
cal maps of and reports about the Outer Continental Shelf, based on 
nonproprietary data, which shall include, but not necessarily be lim 
ited to, the results of seismic, gravitational, and magnetic surveys on 
an appropriate grid spacing to define the general topography, geology, 
and geophysical characteristics of the area.

The Committee believes that these maps and reports should lx> very 
valuable to all persons interested in OCS 01. and gas development. In 
order to be sure that once the survey program is underway the maps 
and reports are available to potential lessees and other interested per 
sons, this subsection requires publication of the maps no later than six 
months prior to the last day for submission of bids for any areas of 
the Outer Continental Shelf scheduled for lease on or after June 30. 
1977. The Committee intends that the topographic maps be prepared 
by the National Oceanic and Atmospheric Administration, National 
ticean Survey. The Secretary of the Interior, would simply provide 
for publication.

Subsection 19(d) provides that within six months after enactment 
of this section, the Secretary shall submit to Congress a plan for con 
ducting the information gathering programs required by this section. 
This plan will identify the areas to be surveyed and mapped during 
the first five years of tne programs and estimates of the appropriations 
and staffing required.
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Subsection 19 (e) provides that information about the program be 
included in the Secretary's annual report of activity under the OCS 
Lands Act.

Subsection 10(f) provides that the Secretary will not have to pre 
pare an environmental impact statement before, taking actions to carry 
out the information gathering program.

Subsection 19 (g) authorizes appropriations to carry out the pro 
gram in fiscal yea'rs 1975 and 1976. The Committee intends to review 
the program and enact additional authorization legislation for future 
years.

Subsection 19(h) provides that any person holding an oil and gas 
lease shall provide the Secretary with any existing data (excluding 
interpretations of such data) about the oil or gas resources in the area 
subject to the lease. All proprietary data or information will be kept 
confidential until the Secretary determines that public availability of 
such proprietary data or information would not damage the competi 
tive position of the lessee. The Committee does not intend that thjs 
provision be applied to leases issued before enactment of S. 521.

Subsection 19(i) provides that the Secretary shall mr.ke available 
to the public all information obtained pursuant to subsection (b) of 
this section. He shall, however, maintain confidentiality of proprietary 
data or information.

Subsection 19(j) requires all Federal agencies to provide the Secre 
tary with information lie requires for the enforcement of this act, 
with appropriate safeguard for confidentiality.

However the committee does not intend by this subsection to amend 
existing statutes regarding the- disclosure of information, such as 
those governing disclosures of information submitted to the Internal 
Revenue Service.

The Committee believes that users of public resources should fur 
nish resource information to the government. However, the Commit 
tee recognizes the competitive value of proprietary information. This 
subsection is designed to balance the competing interests involved.

SECTION- 20—SAFETV REGULATIONS FOR on- AND GAS OPKRATION-S
Subsection 20(a) establishes a policy that the Secretary review 

the safety of operations related to the inipioved safety in OCS opera 
tions, and promulgate regulations therefor.

Subsection 20(b) provides that such regulations lx>, promulgated 
within one year after the date of enactment after a review of existing 
regulations by the National Academy of Engineering.

The bill assigns responsibility for promulgating safety regulations 
to the Secretary of the Interior. The Committee feels that to the extent 
(hat it is practical to do so. regulations governing activities performed 
from an artificial island, fixed structure, or mobile drilling platform 
while in the drilling mode, directly related to the exploration, develop 
ment or production of oil or national gas in the Outer Continental 
Shelf should be consolidated and promulgated under the authority of 
one agency. The Committee recognizes however, that other agencies 
have existing responsibilities for certain aspects of operations in the
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Outer Continental Shelf and have developed exp^r+.ise within their 
fields. Nothing in this section is intended to eliminate or diminish any 
authority under any other Federal statute or any other agency.

The Committee fully expects the Secretary will consult with any 
agency having an interest in safe operations in the Outer Continental 
Shelf prior to promulgating regulations. However, in view of the ex 
tent of their responsibilities, the bill specifically requires the concur- 
rance and advice of the Administrator of the Environmental Protec 
tion Agency and the Secretary of the Department in which the Coast 
Guard is operating in the development, revision, and promulgation of 
safety regulations under this section.

These regulations must call for use of best available technology 
when the potential effect of malfunctions on public health, safety, or 
the environment would be significant.

The Committee believes that requiring use of best available tech 
nology is essential to assure the highest degree of safety in OCS oper 
ations. However, the Committee does not,intend that installed equip 
ment must be replaced with every minor technological improvement. 
The Committee also recognizes that there may be more than one "best" 
way to achieve a particular objective or do a particular job.-

The Committee is aware of the role of the U.S. Coast Guard in re 
gard to vessel safety. This program begins at the design stage and 
continues through supervision of construction and the operational 
lifetime of the vessel, including investigation of marine casualities. It 
covers manning and equipment requirements, certifying the vessels 
permitted route and service, and, in the case of tank vessels, the grade 
and quantity of cargo which may be carried. This program currently 
covers mobile drilling units and support vessels engaged in operations 
in the Outer Continental Shelf. The Committee recognizes tnat these 
mobile dulling units and vessels are not restricted in their operations 
to the Outer Continental Shelf and are commonly employed world 
wide. A separate set of regulations governing these vessels, and drill- , 
ing units while not ' i the drilling mode, while operating in the Outer 
Continental Shelf would not be practical and it is not intended that 
the existing regulatory program of the Coast Guard in this area be 
changed.

This section is not intended to diminish the authority of the Secre 
tary of Transportation to establish and enforce pipeline safety stand 
ards and regulations on the Outer Continental Shelf. In this connec 
tion, the Committee has reviewed the report on safety standards and 
monitoring of pipelines on Federal lands and the Outer Continental 
Shelf which the decretory of Transportation has submitted in accord 
ance with section 21 (b) and (c) of the Deepwater Port Act of 1974. 
The Committee fully expects the Secretary of Transportation to exer 
cise his various existing authorities on tne Outer Continental Shelf 
and on lands beneath navigable waters within State boundaries, as out 
lined in that report, to issue and enforce regulations for offshore pipe 
lines from the flange at a production facility or production platform 
downstream to the shore.

SECTION 21—RESEARCH AND DEVELOPMENT

Subsection 21 (a) authorizes and directs the Secretary to carry out 
a research and development program designed to improve the safety
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of operations related to development of OCS oil and gas resources 
where he determines that such research and development is not being 
adequately conducted by any other public or private entity.

The Committee does not want the Secretary to get involved in a re 
search and development program which duplicates work being done 
by private industry, or another government agency. However, it is 
cfear that there are needs for new technology which are not being met. 
Where there are gaps in ongoing efforts, tnis provision authorizes the 
Secretary to fill them.

Subsection 21 (b) directs the Secretary, with the concurrence of the 
Secretary of the department in which the Coast Guard is operating, 
to establish equipment and performance standards for oil spill cleanup 
plans and operations. Such standards shall be coordinated with the 
National Oil and Hazardous Substances Pollution Contingency Plan. 
The Committee is aware that the Secretary has already developed 
procedures for oil spill cleanup. This subsection docs not require him 
to start all over again, but rather to update the existing program.

Under Subsection 21 (c) the Secretary, in cooperation with the 
Secretary of the Navy and the Director of the National Institutes of 
Health, will conduct studies of underwater diving techniques and 
equipment suitable for protection of human safety at depths greater 
than those where such divine now takes place.

The Committee is aware that the Navy is conducting diving studies 
at the present time. Work on oil platform submersibles is being done 
by the Manned Undersea Science and Technology Office of the Na 
tional Oceanic and Atmospheric Administration. The expected in 
crease in OCS operations in deep water makes it imperative that this 
work be continued and expanded if necessary to assure diver safety.

The Committee is aware of the efforts of the U.S. Coast Guard in 
the development of methods for containing and cleaning up oil spills. 
Their expertise in this field is well recognized. The assistance of the 
Coast Guard has been requested by foreign governments in recent 
supertanker incidents such as the METTJLA grounding in the Straits 
of Magellan and the SHOWA MARU grounding near Singapore. 
The inclusion of containment and cleanup of oil spills within the re 
search and development program authorized by this section is not 
intended to limit m any way the program being carried on by the 
Coast Guard but is intended to ensure that no aspect of this critical 
area is overlooked. It may be that there are oil spill problems peculiar 
to offshore drilling operations that are not being covered by the Coast 
Guard's research programs. Similarly, the Committee recognizes that 
problems related to the safe construction and operation of undersea 
pipelines are being investigated by the U.S. Coast Guard incident to 
its responsibilities for Dcopwater Ports, and the Office of Pipeline 
Safety. The Committee intends to closely examine research and de 
velopment programs undertaken pursuant to this section to ensure 
that there is no duplication of efforts.

SECTION 22—ENFORCEMENT OF SAFETY REGULATIONS; INSPECTIONS

Subsection 22(a) directs the Secretary and the Secretary of the 
department in which the Coast Guard is operating to regularly inspect 
all operations authorized pursuant to this Act and strictly enforce 
safety regulations promulgated pursuant to this Act and other appli-
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cable laws and regulations relating to public health, safety, and envi 
ronmental protection. It also requires holders of leases to allow access 
to any inspector promptly and provide any requested documents and 
records that are pertinent to public health, safety, or environmental 
protection.

The subsection also requires physical observation by an inspector 
of the installation or testing at least once each year of all safety equip 
ment designed to prevent or ameliorate blowouts, fires, spillages, or 
other major accidents; and periodic onsite inspection without advance 
notice to the lessee to assure compliance with public health, safety, or 
environmental protection regulations.

The Committee expects that the Departments of the Interior and 
Transportation will enter into a cooperative agreement which will 
clearly delineate the specific responsibilities of each agency.

The Secretary also must investigate and report on all major fires and 
major oil spillage occurring as a result of operations pursuant to this 
Act.

Subsection 22(b) provides that the Secretary shall consider any 
allegation from any person of the existence of a violation of any 
safety regulations issued under this Act. The Secretary must answer 
such allegation no later than ninety days after receipt thereof, stating 
whether or not such alleged violations exist and, if so, what action has 
been taken.

This provision is designed to allow any interested person who 
believes the safety regulations arc being violated to trigger an investi 
gation by the Secretary. In most cases this form of citizen involve 
ment would be more effective than legal action.

SECTION 23—LIABILITY FOR OIL SPILLS

Subsection 23(a) requires any person in charge of any operations 
in the Outer Continental Shelf, as soon as he has knowledge of a dis 
charge or spillage of oil from an operation, to notify immediately the 
United States Coast Guard. Violation of this subsection is subject to 
a fine of up to $10,000.

Subsection 23(b) is patterned after the tanker oil spill liability 
provisions of the Trans-Alaska Pipeline Authorization Act of 1973 
and the Dcepwater Ports Act.

Subsection 23(b)(l) makes the holder of a lease or right-of-way 
issued or maintained under this Act, and the Offshore Oil Pollution 
Settlements Fund established by this subsection strictly liable with 
out regard to fault and without regard to ownership of any adversely 
affected lands, structures, fish, wildlife, or biotic or other natural re 
sources relied upon by any damaged party for subsistence or economic 
purposes. The holder is liable for all damages, sustained by any per 
son as a result of discharges of oil or gas from any operation author 
ized under this Act if such damages occurred (A) within the territory 
of the United States, Canada, or Mexico or (B) in or on waters within 
two hundred nautical miles of the baseline of the United States, 
Canada, or Mexico from which the territorial sea of the United States, 
Canada, or Mexico is measured, or (C) within one hundred nautical, 
miles of any operation authorized under this Act.
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The Committee included damages in Canada und Mexico in order 
to protect the interests of our neighbors.

Subsection 23 (b) (2) provides three exceptions to the strict liability 
rule.

Strict liability is not imposed on the holder or the fund if the holder 
or the fund proves that the damage was caused by an act of war. 
Strict liability is not imposed on the holder if the holder proves that 
the damage was caused by the negligence of the United States or other 
governmental agency. Strict liability is not imposed with respect to 
the claim of a damaged person if the holder or the fund proves that 
the damage was caused by the negligence or intentional act of such 
person.

Strict liability for all claims out of any one incident is unlimited. 
The holder is liable for the first $7 million and the fund is liable for 
the balance.

In any case where liability without regard to fault is imposed pur 
suant to this subsection, the rules of subrogation shall apply in accord 
ance with the State law.

The Offshore Oil Pollution Settlements Fund is administered by the 
holders of leases issued under this Act under regulations prescribed 
by the Secretary. The fund is subject to annual audit by the Comp 
troller General. A fee of 2V-> cents per barrel of oil produced pursuant 
to any lease issued or maintained under this Act is paid into the fund. 
Costs of administration are paid from the fund. If the fund is unable 
to satisfy a claim, the fund may borrow the money needed to satisfy 
the claim from any commercial credit source, at the lowest available 
rate of interest.

Notice of the damage must be given to the Secretary within three 
years following the date on which the damage occurred. The collection 
of amounts for the fund ceases when $200 million has been accumu 
lated, but is renewed when the accumulation in the fund falls below 
$200 million.

Subsection 23 (c) states that the Coast Guard shall be responsible for 
the clean-up of oil spills on the OCS. For the purpose of such clean-up 
the Coast Guard may draw upon money in the Offshore Oil Pollution 
Settlements Fund established oy this Act.

Subsection 23 (d) requires all holders of lenses issued or maintained 
under this Act to establish and maintain evidence of financial responsi 
bility of not less than $7 million. It spells out ways of establishing such 
responsibility.

Sulscction 23 (e) provides that Section 23 does itot supersede section 
»11 of the Federal Water Pollution Control Act Amendments of 1972 
or preempt the field of strict liability or to enlarge or diminish the 
authority of any State to impose additional requirements.

Tim Committee did not want to override the cleanup requirements of 
the 11)72 Act except to provide unlimited liability for cost of cleaning 
up OCS oil spills. The Committee also did not want to preclude the 
States from imposing more stringent requirements if they wished to 
do so.

The Committee anticipates and hopes that a comprehensive strict 
liability law governing all oil spills into the ocean will be enacted by 
the 94th Congress. The provisions of such a bill would replace Sec 
tion 23.
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SECTION 24—COASTAL 8TATK FUND

Subsection 24 (a) • stablishes a Coastal States Fund in the Treasury. 
The Secretary is directed to make grants from the Fund to the coastal 
States impacted by anticipated or actual oil and gas production to 
assist them to ameliorate adverse environmental effects and control 
secondary social and economic impacts associated with the develop 
ment of Federal energy resources in, or on the Outer Continental Shelf 
adjacent to those States. The grants may be used for planning, con 
struction of public facilities, and provision of public services, and such 
other activities as the Secretary may prescribe by regulations. The 
grants must be used for activities directly related to such environ 
mental effects and social and economic impacts. In order to be eligible 
for grants from the Fund, the coastal State must establish pollution 
containment and cleanup systems for pollution from oil and gas devel 
opment activities on its submerged lands.

The Committee believes that the Federal Government should assist 
the States in ameliorating adverse environmental impacts and con 
trolling secondary economic and social impacts associated with OCS 
oil and gas development.

The Committee rejected the concept of coastal States receiving a 
fixed share of Federal DCS revenues. However, the Committee recog 
nizes that Federal decisions tp develop OCS resources can have impacts 
on the States. It is the Committee's intent that grants under this section 
shall be adequate to compensate impacted coastal States for the full, 
costs of any adverse environmental effects and social and economic 
impacts caused by Federal offshore oil and gas exploration, develop 
ment, and production.

Subsection 24 (c) gives the Secretary broad discretion to determine 
the amount and purpose of the grants under guidelines for grant 
eligibility established by the Secretary of Commerce. The Committee 
also expects that States will share payments with units of general 
purpose local government impacted oy OCS development. The Sec 
retary must coordinate the grants with management programs estab 
lished under the Coastal Zone Management Act of 1972. The Commit 
tee expects the Secretary to work closely with the Secretary of Com 
merce in developing criteria for grants and establishing coordination 
procedures.

Subsections (d) and (e) establish two methods for distribution 
of the impact aid. Subsection (d) provides for automatic distribution 
of one-half of the fund ($100 million) each year based on a six-factor 
formula.

The formula is specifically designed to provide funds to coastal 
states in so-called "frontier areas"—those areas where there has been 
no Outer Continental Shelf oil and gas development in the past—in 
addition to assisting States where OCS production already takes place.

The Committee feels it imperative that the Federal Government pro 
vide assistance to such states so that they could do the necessary plan 
ning and provide the necessary public services before, or as they were 
impacted rather than incur the impacts and only be able to provide 
adequate facilities long after they were needed.
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The six factors—each of which is based on activities which will un 
doubtedly lead to some onshore impacts are—

(1) the proportion of Outer Continental Shelf acreage leased off 
the shores of such State in that year to the total Outer Continental 
Shelf acreage leased in that year;

(2) the proportion of the number of wells drilled on the Outer 
Continental Shelf off the shores of such State in that year to the 
total number of wells drilled on the Outer Continental Shelf in 
that year;

(3) the proportion of the number of persons living in such State 
in that year who are employed in Outer Continental Shelf activi 
ties by Outer Continental Shelf lessees and their contractors to 
the total number of persons employed in Outer Continental Shelf 
activities in that year by Outer Continental Shelf lessees and their 
contractors;

(4) the proportion of the volume of oil and gas produced from 
Federal leases on the Outer Continental Shelf and first landed in 
such State in that year to the total volume of oil and gas produced 
from Federal leases on the Outer Continental Shelf and first 
landed in the United States in that year;

(5) the proportion of the volume of oil and gasjproduced from 
Federal leases on the Outer Continental Shelf off the shores of 
such State in that year to the total volume of oil and gas produced 
from Federal leases on the Outer Continental Shelf in that year; 
and

(6) the proportion of onshore capital investment in such State 
by Outer Continental Shelf lessees, their contractors, and persons 
who first purchase, receive or expect to purchase or receive oil or 
gas produced in that year from Federal leases on the Outer Con 
tinental Shelf to the total such onshore investment in all coastal 
States made by such persons in that year.

Subsection 24 (e) provides that the other half of the fund will be 
distributed to those States which demonstrate to the Secretary of Com 
merce net adverse impacts which have not been compensated under sub 
section (d). This would include funds needed for advance planning 
designed to deal with anticipated impacts of future OCS activity.

Subsection 24(f) provides that ten per centum of the Federal reve 
nues from the Outer Continental Shelf Lands Act shall be paid into 
the Fund. However, the total amount paid into the Fund shall not ex 
ceed $200 million per year.

The Committee pelieves that the $200 million per year ceiling on the 
Fund should provide an adequate source of grants for the foreseeable 
future.

In order to make some funds available for grants immediately, sub 
section 24 (g) authorizes a direct appropriation to the Fund of $100 
million. This amount will be repaid out of future OCS revenues allo 
cated to the Fund.

SECTION 25—CITIZEN SUITS

Section 25 provides for citizen participation in the enforcement of 
the Act by civil law suits (1) against any person who is alleged to be 
in violation of the Act or the regulations, or any lease or permit issued 
under the Act; or (2) against the Secretary for alleged failure to per 
form a nondiscretionary act or duty.

M-SKI O - IS - 1
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Suits may be brought by "any person having an interest which is or 
may be adversely affected." The Committee intends that this includes

Sersons who meet the requirements for standing to sue set out by the 
upreme Court in Sierra CM) v. Morion. (405 '(J.S. 727 (1972)).
Subsection (b) requires that no action for violation of the law may 

be started for 60 days after written notice under oath of the alleged 
violation to the alleged violator and the Secretary. If the Secretary 
begins a civil action against the violation, no court action could take 
place on the citizen's suit. The 60-day waiting period does not apply 
when the violation or failure to act constitutes an imminent threat to 
the plaintiff's health or safety or would immediately affect a legal 
interest of the plaintiff. This provision is designed to give the Secre 
tary and the alleged violator an opportunity to stop any violation thus 
making court proceedings unnecessary.

Subsection (d) provides that the court may award costs of litigation 
including reasonable attorney's fees to any party and require a bond 
where a temporary restraining order or preliminary injunction is 
sought.

The Committee believes that citizen suits .can play an important role 
in assuring that lessees comply with the law. The possibility of a citizen 
suit should help to keep program administrators "on their toes."

SECTION' 20—PROMOTION OP COMPETITION

Section 26 directs the Secretary to prepare a report with recom 
mendations for promoting competition and maximizing production 
and revenues from the leasing of Outer Continental Shelf lands. The 
report is due within one year and will include a plan for implementing 
recommended administrative changes and drafts of any proposed leg 
islation. The report will consider (1) other competitive bidding sys 
tems permitted under present law as compared to the bonus bidding 
system; (2) evaluation of alternative bidding systems not permitted 
under present law; (3) measures to ease entrj' of new competitors; 
and (4) measures to increase supply to independent refiners and 
distributors.

The Committee believes that it would be desirable to increase the 
competition in the OCS oil and gas development industry. The Com 
mittee recognizes that OCS development requires large capital expend 
itures which tend to limit participation. The study required by this 
section is designed to assist the Committee in making further changes 
in the Outer Continental Shelf Lands Act.

SECTION" 27—ENFORCEMENT AND PENALTIES

Subsection 27(a) authorizes the Attorney General to institute, at 
the request of the Secretary, civil actions for restraining orders or in 
junctions or other appropriate remedies to enforce the Act or any 
regulation or order issued under it

Subsection 27(b) provides for a civil penalty to be assessed against 
any person who after notice of failure to comply and opportunity for 
a hearing continues to fail to comply with the Act or any regulation 
or order issued under it. The maximum penalty is $5,000 per day.
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Subsection 27 (c) provides criminal penalties for knowing and will 
ful violations of any provision of this Act, or any regulation or order 
issued under the authority of this Act designed to protect public 
health, safety, or the environment or conserve natural resources. There 
are also criminal penalties for any .person who knowingly and will 
fully makes any false statement, representation, or certification in any 
application, record, report, plan, or other document filed or required 
to be maintained under this Act, or who knowingly and willfully falsi 
fies, tampers with, or renders inaccurate any monitoring device or 
method of record required to be maintained under this Act or know 
ingly and willfully reveals any data or information required to be kept 
confidential by this Act.

The criminal penalty is a fine not more than $100,000; or imprison 
ment for not more than one year, or both.

Subsection 27(d) provides for application of the criminal penalties 
against corporate officials when the violator is a corporation or other 
business entity.

Subsection,27(e) states that the remedies prescribed in this section 
may be exercised concurrently and are in addition to any other rem 
edies afforded by any other law or regulation.

SECTION 28—ENVIRONMENTAL BASELINE AND MONITORING STUDIES

Subsection 28(a) requires that prior to approval of a development 
and production plan, the Secretary, in consultation with the Adminis 
trator of the National Oceanic and Atmospheric Administration of 
the Department of Commerce, shall make a study of the area involved 
to establish a baseline of those critical parameters of the Outer Con 
tinental Shelf environment which may be affected by oil and gas 
development.

The Conimittee believes that these environmental baseline studies 
are essential to determining the actual environmental impacts of oil 
and gas development. The baselines studies may be made after leases 
are issued but must be completed prior to the time drilling begins.

Subsection (b) requires monitoring of production areas in a man 
ner designed to provide time-series data which can be compared with 
previously collected data for the purpose of identifying any significant 
changes.

Subsection (c) calls for cooperation with the States in planning 
and carrying out the studies. This would include issuance of contracts 
to appropriate State agencies or universities.

The Committee wants the studies mandated by the section to be 
cooperative efforts of nil Federal and State government agencies with 
capability. This would include NOAA, the Geological Survey, and 
the Bureau of Land Management.

SECTION" 2tt—ENVIRONMENTAL IMPACT STATEMENTS

This section specifies additional requirements for the writine of 
environmental impact statements pursuant to this Act; such considera 
tions relate primarily to on-shore economic and secondary growth 
impacts of OCS development.
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SECTION 30—REGIONAL OUTER CONTINENTAL SHELF ADVISORY BOARDS

This section authorizes the Governor of coastal States to establish 
regional boards to advise the Secretary in the development of the 
OuS; specifies observers for such boards from various Federal agen 
cies ; and sets forth those actions under the Act on which the advice 
of these boards is required. These include: development of the leasing 
program required by section 18; approval of development and pro 
duction plans required tp be prepared by section 5 of this Act (as 
amended) in section 206; implementation of environmental baseline 
and monitoring studies; and the environmental impact statements 
prepared in the course of implementation of the Act.

Subsection (d) provides that if a regional advisory board or a 
Governor of a potentially affected coastal State makes specific recom 
mendations to the Secretary regarding the size, timing, or location 
of a proposed lease sale or on a proposed development and production 
plan, the Secretary shall accept such recommendations from the re 
gional advisory board or Governor, unless he determines they are not 
consistent with national security or overriding national interests.

The subsection further provides that any decision of the Secretary 
in accepting or rejecting the recommendation of a regional advisory 
board or a Governor for the development of the OCS will not be sub 
ject to judicial review. The Committee does not believe that any State 
should have a veto power over OCS oil and gas development. The 
Committee fully expects, however, that the advice of the board and/or 
the Governor be given full and careful consideration, and incorporated 
insofar as possible into the ultimate decision of the Secretary.

SECTION 31—JUDICIAL REVIEW
This section is designed to expedite any judicial review of actions 

taken under the Act.
Subsection (a) provides for judicial review of decisions made by the 

Secretary with regard to the leasing program (except as provided in 
subsection 30 (d)) only in the U.S. Court of Appeals for the District 
of Columbia Circuit.

Subsection (b) provides for judicial review of Secretarial decisions 
on development and production plans only in the appropriate Federal 
circuit court.

SECTION 32--PLANNING INFORMATION TO COASTAL STATES

This section provides that after each lease, sale the Secretary provide 
to each affected coastal state information in his possession which would 
assist them in planning for onshore impacts of potential OCS development.

SECTION 33—LIMITATIONS ON EXPORT

This section limits any possible exports of OCS oil and gas. It allows 
such exports only in cases of exchange agreements, efficiency, or na 
tional interest, when such exports do not add to dependency in foreign 
oil and when the President makes a specific finding to this effect. The
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President must submit his findings and recommendations to Congress 
for approval or disapproval. The Congress has 60 days to approve or 
disapprove such a measure. This is the procedure adopted in Section 
'28(u) of the Mineral Leasing Act of 1920 (30 U.S.C. 185(u)) as 
amended in 1973.

SECTION* 203—REVISION OF LEASE TERMS

Section 203 revises the terms under which the Secretary of the 
Interior may offer oil and gas leases on the Outer Continental Shelf.

New Bidding Systems
Under existing law the Secretary is permitted to offer oil and gas 

leases on the basis of either (1) a cash bonus bid with a royalty fixed 
at no less than ,12V&% of the gross revenue from the lease, or (2) on 
the basis of a royalty rate bid with a fixed cash bonus. Since the OCS 
Lands Act was approved in 1953, virtually all OCS leases have been 
offered for cash bonus bids with a royalty rate fixed at 16% of the 
gross value of production. The Department of the Interior held a small 
scale test of royalty bidding in September, 1974.

Section 203 revises subsection 8(a) of the OCS Lands Act by 
adding a variety of leasing options including royalty bidding, net 
profit sharing, and undivided working interest bidding for entire 
structures. Tn some options no cash bonus would be required and in 
others, the bonus would be returned to the operator to help finance 
exploration.

The basic thrust of all these new options is to reduce the reliance on 
large front-end cash bonuses as the means of obtaining a fair price for 
the public's property. The Committee wants to authorize lease alloca 
tion systems that would encourage the widest possible participation 
in competitive lease sales consistent with receipt by the public of fair 
market value for its resources. Testimony -.fore this Committee and 
elsewhere has revealed general acceptance of the proposition that high 
bonus bids have created a barrier to the entry of small and medium 
size oil firms to the OCS arena. The Committee believes that net 
profits share and other arrangements can be effective in shifting gov 
ernment revenue away from initial bonuses and into deferred pay 
ments made out of a leaseholder's profits based on actual production 
of oil or gas.

The. Secretary will establish accounting procedures for calculations 
of net profits and publish the terms and conditions of each lease sale 
far enough in advance to allow potential bidders to properly determine 
the amount they wish to bid.

New paragraph (6) of subsection 8(a) limits the use of the cash 
bonus bid with fixed royalty systems to not more than 50 per centum 
of the area offered for lease each year in the regions where there has 
been no previous development of oil and gas.

However, if during the first year after enactment, the Secretary 
finds that compliance with this limitation would delay OCS develop 
ment, the Secretary may exceed the limit after reporting to Congress. 
After the first year, the limitation could be exceeded only if either 
House of Congress did not disapprove the Secretary's finding.
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The Committee included this limitation to assure that the new 
leasing systems would be tried. At the same time, the Committee rec 
ognizes that there could be administrative problems involved in im 
plementing new concepts and procedures, so it provided the "escape 
hatch" outlined above.

It also provides for a study of the benefits and costs associated with 
conducting lease sales using the undivided working interest cash 
bonus bid systems authorized by subparagraphs (G) and (H) of 
paragraph (2) of new subsection (a). One of the undivided working 
interest systems and one alternative system will be tested at sales held 
in an area previously undeveloped for oil and gas during the first 
year after enactment of this Act. In the second year after enactment 
nn additional test of one of such systems and one other alternative 
system are to be conducted. The results of such tests are to be incor- 
ported into an overall analysis of these systems and this analysis shall 
be provided to Congress no later than twelve months after the sale 
date.

Paragraph (7) of subsection (a) provides for the talcing in kind of 
U.S. royalty oil, and the preferential sale of such oil to OCS lease 
holders.

Paragraph (8) prohibits joint bidding on bids for an undivided 
working interest in the development of any OCS tract.

Paragraphs (9) and (10) authorizes the Secretary to pay back to 
lessees of entire structures or traps under the undivided working in 
terest, system, the bonus money received on a matching basis. That is, 
for eacli dollar the lessee spends for exploration, he can receive a dol 
lar back from the Secretary. It is the Committee's hope that this system 
will encourage rapid exploration. Since this system provides a return 
to tho government of not less than 60% of th'e lessee's net profit, the 
Committee believes that tho, public interest will be protected.
Other Lease Terns

Under existing law, all OCS oil and gas leases are for a primary 
term of five, years. As amended by Section 203, Subsection 8(b) of the 
DCS Lands Act would permit the Secretary to issue leases with a 
primary term of up to ten years.

The purpose of the increase in permissible maximum primary lease 
form is to encourage exploration and development in areas of un 
usually deep water or adverse weather conditions, where the five year 
period may be insufficient for both exploration and the mobilization of 
new technology called for in the event of a discovery.

SKCTIOX 20-1—DISPOSITION* OK FEDERAL ROYALTY OIL

Section 204 further amends Section 8 of the OCS Lands Act by 
requiring that royalty and net profits share oil produced from all 
leases granted after the effective date of the amendment be offered 
In- the Government fit a competitive auction. The physical quantity 
represented by the Government's net profit, share is determined by 
dividing the net profit due the United States attributable to oil by 
its unit value at the wellhead.

Tho existing law (Section ;">(a) (1)) authorizes sales of royalty oil 
iip.d gas "at not less than market value" but sets out no other guidelines.
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The Secretary has been allocating royalty oil to "small refiners", as 
defined in Department regulations.

The purpose of the amendment is to create a free market in crude 
petroleum. However, the Committee was anxious to insure that inde 
pendent refiners not be denied access to OCS crude. To this end. Sec 
tion 203 directs the Secretary to limit participation in sales where such 
limitation is necessary to assure adequate supplies of oil at equitable 
prices to independent refiners. The Secretary can define the term "in 
dependent rentier" by regulation. The Committee intends that the term 
apply only to those refiners not part of an organization which produces 
crude petroleum. The Secretary could impose a size limitation in terms 
of refining capacity if lie deemed that desirable.

SECTION 205—ANNUAL REPORT

Section 205 amends Section 15 of the OCS Lands Act to provide for 
a comprehensive annual report by the Secretary to the Congress on 
the entire Outer Continental Shelf program. It specifies that the re 
port include: a detailing of all moneys received and expended, and of 
all leasing, development, and production activities; a summary of 
management, supervision, and enforcement activities; a summary of 
grants made from the Coastal State Fund; and recommendations to 
the Congress for improvements in management, safety and amount 
of production in leasing and operations in the Outer Continental Shelf 
and for resolution of jurisdictional conflicts or ambiguities.

This report will fid the Congress in performing its oversight func 
tions and should be very useful to anyone interested in the OCS 
program.

SECTION 206.—OUTKK CONTINENTAL SHELF DEVELOPMENT AND
PROTECTION PLAN

Section 206 adds three new subsections to Section 5 of the OCS 
Lands Act.

This is one of the most important provisions of S. 521. It provides a 
moans to separate the Federal decision to allow private industry to 
explore for oil and gas from the Federal decision to allow development 
and production to proceed if the lessee finds oil or gas.

Paragraph (1) of new subsection (d) provides that prior to devel 
opment and production, a lessee shall submit to the Secretary for ap 
proval, and to the Governors of the affected coastal States and the ap 
propriate regional boards established pursuant to the Act for review, 
a Development aw! Production Plan. The plan may apply to more 
than one lease.

Paragraphs (2) and (3) indicate how this requirement applies both 
to leases issued after enactment of the Act and to leases issued prior to 
enactment.

Paragraph (4) specifics that the plan shall include, to the extent 
available at the time of its submission, certain information about the 
nature and extent of f.he proposed development—both on the lease 
area and onshore.

Paragraph (5) requires that all proposed plans shall include a com 
mitment on the part of the lessee to produce at a rate no less than the
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maximum efficient rate for the duration of production covered by the 
plan. If the Secretary finds that production at such rate would be 
uneconomical for the lessee or would violate other provisions of this 
Act or for other good cause shown, he can waive the requirement to 
produce at the maximum efficient, rate.

Paragraph (6) provides that if the Secretary determines that the 
proposed plan makes adequate provision for safe operations on the 
Outer Continental Shelf, he shall tentatively approve those portions 
of -the plan dealing with operations on the Outer Continental Shelf 
and transmit, it, together with any draft environmental impact state 
ment prepared pursuant to the National Environmental Policy Act of 
1960, to the Governors of the affected coastal States, any appropriate 
regional Outer Continental Shelf Advisory Board, and any appro 
priate interstate regional entity created under the authority of the 
Coastal Zone Management Act (as amended), for their review and 
comment and make the plan available to the general public not less 
than sixty days prior to public hearings required by paragraph (7).

The, Committee intends that the provisions of the National Environ 
mental Policy Act. of 1019 shall apply and that therefore an environ 
mental impact statement will be prepared only if approval of the plan 
would be a "major Federal action significantly affecting the quality 
of the human environment".

Paragraph (8) provides that the Secretary shall require modifica 
tion of a proposed plan if he determines that the lessee has failed to 
make adequate provision in the plan for safe operations on the lease 
area or for protection of the marine or coastal environment, including 
protection of the coastal zone from avoidable adverse impacts. The 
Secretary may not require any modification which would be inconsist 
ent with a State coastal /one management program approved pursuant 
to section 306 of the Coastal Zone Management Act of 1072 (16 XJ.S.C. 
1455) or with any valid exercise of authority by the State involved in 
any political subdivision thereof.

This provision is intended to preserve the rights of States and local 
governments to regulate land use within their jurisdiction.

The Secretary can disapprove a plan only (1) if the. lessee fails to 
demonstrate that he can comply with the requirements of this Act 
and other applicable Federal laws, or (2) if because of extraordinary 
geologic conditions in the lease area: extraordinary resource values 
in the marine; or coastal environment, or other extraordinary circum 
stances, the proposed plan cannot Ix; modified to insure a safe operation.

This provision reflects the Committee's view that Fcderal-State- 
industry cooperation can be expected to resolve almost, every dispute 
over proposed development and production plans. Once a lease has 
been issued it is highly unlikely that, an acceptable plan cannot eventu 
ally be agreed upon.

Periodic review of the plan in light of changes in available infor 
mation, and other onshore or offshore conditions affecting or impacted 
by the development and production is required where the review indi 
cates that, the plan should l>e revised to meet the requirements of this 
paragraph, the Secretary is directed to require such revision.

Paragraph (9) authorizes the Secretary to approve revisions of an 
approved plan if he determines that such revision will lead to greater
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recovery of oil and gas, improve the efficiency, safety, and environ 
mental protection of the recovery operation, or is the only means avail 
able to avoid substantial economic hardship on the lessee, to the extent 
consistent with protection of the marine and coastal environments. Any 
revision of an approved plan >yhich the Secretary deems to be signifi 
cant must be reviewed as provided in paragraphs (6) and (7) of this 
subsection.

Paragraph (10) provides that failure to comply with an approved 
plan shall terminate the lease.

The new subsection 5(e) prohibits flaring of natural gas from any 
well after the date of enactment of S. 521 unless the Secretary finds 
that there is no practicable wav to obtain production or to conduct 
testing or work-over operations without flaring.

The Committee believes that unnecessary waste of this valuable nat 
ural resource must not be permitted.

New subsection (f) provides that each lessee shall design and im 
mediately implement an exploratory, development and production 
program to obtain maximum efficient rates of production from the 
lands subject to such lease as soon as practicable.

The Committee recognizes that there must be some flexibility in 
the degree of detail required in these plans. It expects that the Secre 
tary will require exploration activity to start within a specified time. 
If production is established the plan would need to be revised.

SECTION' 207—GEOLOGICAL AXD GEOPHYSICAL EXPLORATIOX

Section 207 amends Section 11 of the OCS Lands Act which author 
izes the Secretary to permit geological and geophysical exploration 
in the Outer Continental Shelf.

The revised Section 11 would require that all permits for such ex 
plorations contain terms and conditions designed to (1) prevent in 
terference with actual operations under any OCS lease and (2) prevent 
or minimize environmental damage. The permittee would be required 
to furnish the Secretary with copies of all data (including geological, 
geophysical, and geochemical data, well logs, and drill core analyses) 
obtained during such exploration. The Secretary must maintain the 
confidentiality of all data so obtained until alter the areas involved 
have been leased or until such time as he determines that making the 
data available to the public would not damage the competitive position 
of the permittee, which ever comes later.

The Committee believes that requiring the permittee to give the 
data to the representative'of the property owner (i.e., the Secretary) 
is an appropriate condition for allowing the exploration. At the same 
time, the Committee believes that the confidentiality requirement will 
protect the competitive interest of the explorer.

SKCTIOX 208—EXFORCEMEXT

Section 208 is a technical amendment to delete material from Sub 
section 5(a)(2) which duplicates the new Section 27 which would 
be added by S. 521.
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SECTION1 200—LAWK AITMCABLK TO OUTER CONTINENTAL SHELF

Paragraph (2) of Subsection 4 (a) of the OCS Lands Act provides 
that:

To the extent that they are applicable and not inconsistent with 
this Act or with other federal laws and regulations of the Secre 
tary now in effect or hereafter adopted, the civil and criminal laws 
of each adjacent State as of the effective date of this Act are 
hereby declared to be the law of the United States for that por 
tion of the subsoil and seabed of the Outer Continental Shelf, and 
artificial islands and fixed structures erected thereon, which would 
be within the area of the State if its boundaries were extended 
seaward to the outer margin of the Outer Continental Shelf. . . . 

The phrase "as of the effective date of this Act" has been interpreted 
to freeze the applicable State law as of August 7,1953. The Commit 
tee believes that whenever State law is applied on the Outer Continen 
tal Shelf it should be the law in effect at the time of application. Sec 
tion 209 achieves this by deleting the reference to the effective date of 
the OCS Lands Act.

8ECTIOX 210—DEFINITIONS

Section 210 defines the terms "coastal zone", "coastal state", "marine 
environment", "coastal environment1 ', "exploration", "development'', 
"production", and "maximum efficient rate of production".

The definition of "exploration" is designed to identify the point be 
yond which activity under a lease cannot proceed without an approved 
or tentatively approved development and production plan.

TITLE III. MISCELLANEOUS PROVISIONS
BECTIOX 301—PIPELINE SAFETY AND OPERATION

Section 301 directs the Interstate Commerce Commission and the 
Secretary of Transportation-to report on the adequacy for transporta 
tion facilities for OCS oil and gas.

SECTION 302—REVIEW OF SHUT-IN OR FLARING WELLS

Section 302 directs the Secretary of the Interior to report to the 
Comptroller General and the Congress within G months on all shut- 
in oil awl gas wells and all wells flaring natural gas. The Comptroller 
General is to review and evaluate the reasons for allowing the wells 
to bo shut-in or to flare gas within 6 months after receiving the 
Secretary's report. The Committee is aware that the Secretary and the 
Federal Power Commission have collected considerable data on this 
subject already. It is not intended that this job should be repeated as 
long as the existing reports contain the information needed by the 
Comptroller General.
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SECTION 303—RELATIONSHIP TO El 1ST!NO LAW

Section 303 provides for consistency of this Act with the National 
Environmental Policy Act, the Coastal Zone Management Act and 
the Mining and Mineral Policy Act.

SECTION 304—SEVERABIUTY

Section 304 is a standard scverability clause.

VII. TABULATION OF VOTES CAST IN COMMITTEE
Pursuant to Section 133(b) of the Legislative Reorganization Act 

of 1946, as amended, the following is a tabulation of voters of the 
Committee during consideration of S. 521:

1. During the Committee's consideration of S. 521 a number of 
voice votes and formal roll call votes were taken on amendments. 
These votes were taken h open'business meeting and, because they 
were previously announced by the Committee in accord with the pro 
visions of Section 133 (b), it is not necessary that they be tabulated 
in the Committee report.

2. S. 521 was ordered favorably reported to the Senate on a roll call 
vote of 11 yeas and 3 nays. The vote was as follows:
Jackson ___________ Yea Fannin _______——————— Nay
Church ______——_ Yea Hansen ——_——————— Nny
Metcali- ___________ Yea Hatfield __________ Yea
Johnston __——————__ Yea McClure_____——————— Yea
Abourezk —————————— Yea Bartlett —————————— Nay
Haskell __________________ Yea
Glenn ____________ Yea
Stone ____________ Yea
Bumpers ___________ Yea

VIII. COST ESTIMATES
In accordance with Section 252(a) of the Legislative Reorganiza 

tion Act of 1970 the Committee provides the following estimates of 
cost:

Enactment of S. 521 will entail some increase of Federal costs for 
intensive management and inspection of OCS operations. The Com 
mittee believes that these costs should be offset by increased revenues 
to the government from the increased oil and gas development on the 
OCS-

There will be an added cost of $200 million per year for the coastal 
state impact fund which would be established by the new section 24.

IX. EXECUTIVE COMMUNICATIONS
In addition to an official report from the Secretary of the Interior, 

the Committee received formal testimony from the Administrator 
of the Environmental Protection Agency, the Chairman of the Conn-
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oil on Environmental Quality and the Administrator of the National 
Oceanic and Atmospheric Administration. The report and the state 
ments follow:

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETART,

Washington, D.C. 
Hon. HEXRV M. JACKSON,
Chairman^ Committee, on, Interior and limdar Affairs, 
U.S. Senate. Washington. D.C.

DEAR MR. CHAIRMAN : This responds to vour request for the views 
of this Department concerning several bills which deal with the 
energy resources of the Outer Continental Shelf, S. 521. S. 42G, S. 81, 
S. 130, and S. 470. Also included herein are our views on S. 586, which 
is before the Committee.

We recommend that none of these bills be enacted, since appropri 
ate action witli respect to OCS energy resources can be taken under 
existing law.

Our present energy needs require a strong program to develop the 
oil and gas resources of the Outer Continental Shelf, where this can 
he done with reasonable protection of environmental values and with 
out other seriously undesirable impacts. More specifically, we must 
move ahead with exploration, leasing and production on those frontier 
areas of the OCS where the environmental risks are acceptable. In 
carrying out this program, we fully appreciate the need to meet the 
legitimate concerns of affected individuals and organizations. The pro 
gram will be carried out in close cooperation with coastal States in 
their planning for possible increased local development.

I. THE RILLS

-S'. 521 is similar to S. 3221 as passed by the Senate in the 93rd Con 
gress, except that it does not contain provisions similar to those in 
sections 303 and 304 of S. 3221 dealing with an oil spill liability study 
and a fuel stamp st.udy.

S. 521 would require the Secretary of the Interior to undertake a 
program of prompting petroleum production from the Outer Con 
tinental Shelf subject to new environmental and safety requirements. 
The Outer Continental Shelf Lands Act would be amended to declare 
that United States policy is to make available for leasing as soon as 
practicable all OCS lands determined to have geologically favorable 
ix>tential and be capable of development without undue environmental 
harm. To carry out this policy the Secretary would be required to 
develop a leasing program, specifying the size, timing and location of 
leasing activity, that will lx?st meet energy needs for the 10-year period 
following approval. The program would be subject to certain criteria 
directed toward overall resource management, geographic decentral 
ization of leasing, receipt of fair market value for public resources and 
assuring that to the maximum extent practicable areas with less en 
vironmental hazard are to be leased first. The Secretary would have 
to prepare estimates of appropriations and staffing and an environ 
mental impact statement, and would have, to coordinate the program 
with management programs being developed in the States or approved



46

pursuant to the Coastal Zone Management Act of 1972. An open nomi 
nation procedure would be established for areas to be leased or ex 
cluded from leasing. The bill specifies matters to be included in the 
environmental impact statement for leased areas and authorizes the 
Secretary to obtain all information from public or private sources 
necessary to make evaluations required by the Act. It would also 
authorize setting aside in certain areas National Strategic Energy 
Reserve status.

The Secretory would also be required to undertake a major OCS oil 
and gas survey. The Secretary, in cooperation with the Secretary of 
Commerce, would be required to make extensive topographic, geologi 
cal, and geophysical maps available 0 months prior to the submission 
of bids. No part of the survey and mapping program would be con 
sidered a major Federal action under the National Environmental 
Policy Act o* 1969 except drilling exploratory wells. S. 521 also re 
quires that the Department of the Interior and the National Ocean- 
ographic and Atmospheric Administration do environmental baseline 
and monitoring studies prior to any new leasing on the OCS. The 
Secretary would also be authorized to obtain from any lessee any exist 
ing data, excluding interpretation of such data, about the oil and gas 
resources in the area subject to the lease. Persons holding leases or 
permits for oil or gas exploration or development on the OCS would 
be required to provide the Secretary with pertinent information con 
cerning the area which the lease or permit covers. In addition, the 
Secretary would be required to carry out a research and development 
program to improve technology related to development of OCS oil 
and gas resources.

The bill provides for a safety and environmental protection pro 
gram ^vhich would include (i) safety and environmental standards 
for equipment used in OCS exploration, development and production, 
(ii) equipment and performance standards for oil spill cleanup plans 
and operations, and (iii) a safety regulation enforcement program 
which includes specified Federal inspection of OCS operations.

Issuance and continuance of leases would be conditioned upon com 
pliance with such regulations. The bill would also require all new oil 
and gas operations to use the best available technology whenever 
failure of equipment would have substantial effect on public health, 
safety, or the environment.

A standard of strict liability for oil spill damages would be imposed 
on leaseholders except where damage is caused by war or the negli 
gence of the Government, or by the negligent or intentional action of 
(he damaged party. The bill would also establish an Offshore Oil 
Pollution Settlements Fund which would provide for the payment 
of all damages sustained by any person as the result of discharge of 
oil or gas from any operations authorized under this Act. The maxi 
mum amount of strict liability for claims arising out of one incident 
would not, exceed $100 million.

Section 8 of the Outer Continental Shelf Lands Act would be revised 
to specif v that bidding for OCS leases on a "net profit" basis is allowed, 
in addition to bonus bidding, but royalty bidding would be excluded. 
The bill would also permit the Secretary to sell Federal royalty oil 
by competitive bidding and would prohibit him from continuing leases
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which would otherwise terminate, unless there is a reasonable assur 
ance of production from such leases within the period of an extension. 
Additional provisions arc included to assure full development and 
maximum production from OCS leases, including a General Account 
ing Office audit of shut-in wells, Secretarial unitization or cooperation 
or pooling agreements, and review authority for development plans.

Ten percent of OCS revenues would be paid into a newly created 
Coastal States Fund, subject to a $200 million per year maximum. 
The Secretary would be authorized to make grants from the Fund to 
coastal States to ameliorate adverse environmental effects and control 
secondary social and economic impacts associated with development 
of Federal OCS energy resources. The Secretary of Commerce would 
establish requirements for grant eligibility, and such grants would be 
administered in proportion" to the effects and impacts of the offshore 
oil and gas exploration, development, and production on such States.

The bill would also amend section 8 of the Outer Continental Shelf 
Lands Act, as amended, by adding a provision giving the Governor 
of an adjacent State the authority to request postponement of lease 
sales for up to & jvars, if he determines that such sale will result in 
adverse environmental or economic impact or other damage to the 
State. The Secretary could provide for a shorter postponement or deny 
the request for the postponement and the Governor of the aggrieved 
State would have a right of appeal from any decision made by the 
.Secretary to the National Coastal Resources Appeals Board estab 
lished pursuant to the bill.

The Secretary would also be authorized to negotiate interim agree 
ments to |>ermit energy resource development prior to final judicial 
resolution of disputes relating to such resources. The President would 
be authorized to establish procedures for resolution of international 
or interstate boundary disputes.

tf. 426. the "OCS Land Act Amendments of 1975," has as its purpose 
the establishment of a policy for the management of oil and natural 
gus for the OCS and the protection of the marine and coastal environ 
ment. The bill is similar to S. 521. The Secretary would be required 
to develop a leasing program, specifying the size, timing and location 
of leasing activity that will lx»st meet energy needs for the 10-year 
period following approval, subject to similar criteria. However, S. 426 
requires the submission to Congress of a leasing and development plan 
within 00 days of offering a tract for lease, and places a moratorium 
on all leasing where there has been no previous development or where 
it would be environmentally hazardous until a Federal program is 
implemented and Congress has concurred by silence with the develop 
ment plan.

Like S. 521, S. 42(5 also authorizes an open nomination procedure for 
areas to be leased or excluded from leasing. The procedure would be 
carried out by tho, National Oceanographic and Atmospheric Admin 
istration. The bill also specified matters to be included in the environ 
mental impact statement, and authorizes tho collection of information 
necessary to make evaluation.

S. 426 would also revise the bidding procedures on OCS leases to 
include, among other things, net profit bidding. Like S. 521, it would 
provide for research and development and the issuance of safety reg-
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ulations for production within the OCS and it has similar oil spill 
liability provisions. The bill would also establish a comprehensive 
exploration program with no exploratory drilling to be done by any 
one other than the U.S. Government prior to the award of a lease, and 
with the requirement of an Environmental Impact Statement. S. 426 
is also similar with respect to provisions for safety (except greater 
authority is given to the Coast Guard), strict liability, an Onshore Oil 
Pollution Settlements Fund, and a Coastal State Fund. There is also 
the same citizen suit provision as S. 521. S. 426 also provides a similar 
provision giving authority to a Governor of a coastal State to request 
postponement of lease safes for up to 3 years, but provides that con 
flicts between the Secretary and coastal State's Governors be resolved 
by Congress rather than an Appeals Board.

S. 426 differs from S. 521 in that it provides minimum criteria for 
content of the required leasing and development plan including cer 
tification of its consistency with provisions of the Coastal Zone Man 
agement Act; requires the proposed leasing and development plan to 
be submitted to the Governors of affected coastal States 60 days prior 
to submitting the plan to Congress, requires that no geological or 
geophysical exploration can be done without a permit issued by the 
Secretary, and requires new safety regulations within a year of enact 
ment of the Act.

S. 81 would amend section 8 of the Outer Continental Shelf Lands 
Act to permit the Governor of any coastal State to request postpone 
ment of any lease sale for a maximum of three years. S. 81 is similar 
to section 210 of S. 521 except that it applies only to coastal States 
whose lands are within 300 statute miles of the lands to be leased. The 
Secretary of the Interior could grant the request for postponement, 
provide for a shorter postponement or deny the request. The Governor 
could then appeal the Secretary's decision to a newly created National 
Coastal Resources Appeals Board within the Executive Office of the 
President which could overrule the Secretary.

S. J30 amends the Outer Continental Shelf Lands Act (43 U.S.C. 
1338) to provide that 25 percent of all rentals, royalties, or other sums 
paid to the Secretary of the Interior or the Secretary of the Navy 
under or in connection with any lease on the Outer Continental Shelf 
after the date of enactment would be paid to the State adjacent to 
the portion of the OCS covered by the lease. Another 2h percent would 
be equally divided among the other States and the remaining 50 per 
cent would be deposited in the U.S. Treasury and credited to miscel 
laneous receipts.

S. 470 would amend the Coastal Zone Management Act of 1972 to 
suspend Federal oil and gas leasing in areas seaward of State coastal 
zones until such date as a coastal zone management program is ap 
proved or June 30,1976. whichever comes first.

S. 58fi amends the Coastal Zone Management Act of 1972 to provide 
coastal States adequate assistance to study, plan for, manage, control, 
ameliorate the impact of energy facilities siting and energy resource 
development or production which affects directly or indirectly the 
coastal zone.

S. 586 requires this Department to issue an annual report to Con 
gress, including a description of economic, environmental, and social
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impacts of facility siting and energy development and production 
and a description and evaluation of'regional planning mechanism, 
developed by coastal States. It, also requires all applicants for permits 
and leases to certify that their conduct is consistent with any approved 
State management program.

S. 586 authorizes §200 million for fiscal year 1976 and each four 
succeeding fiscal years for the Coastal Impact Fund. The Secretary of 
the Treasury is authorized to make grants for studying, planning'for, 
managing, controlling, and ameliorating social and economic con 
sequences of development, production, or siting and for construction 
of public facilities or provision of public services necessary to those 
coastal States likely to be significantly and adversely impacted by 
development, production or siting of energy facilities. Grants are to 
be coordinated with State coastal zone management programs, and 
funds are to be allocated in proportion to anticipated or actual impact.

S. 586 also authorizes $5 million for fiscal year 1976 and for each 
thrpe succeeding fiscal years, for interstate coordination grants and 
for short term coastal research assistance.

Under S. 586 the scope of the Coastal Zone Management Act of 1972 
is extended to teaches and islands, and dates for increased appropria 
tions are extended.

II. DISCUSSION

Existing legislation provides a satisfactory framework for carrying 
out the essential objectives of most of these 'bills, and we are moving 
toward accomplishing them. The. existing Outer Continental Shelf 
Lands Act permits substantial latitude for adjustment to changing 
circumstances and our program for development of the OCS can lx> 
fully carried out under the present law. Significant changes in that law 
could seriously delay achievement of the degree of national energy in 
dependence which we believe is vital.

Discussed more specifically below are some of the more important 
aspects in which we believe provisions of these bills are either unneces 
sary or undesirable.
A. Scope of leaning program—Lease terms.

Prm-isior.s limiting or otherwise modifying the scope of the OCS 
leasing program are undesirable. For example, a goal such as that im 
plied in S. 521 of leasing all available prospectively productive OCS 
lands as soon as practicable is of uncertain significance. To the extent 
that it implies development at a rate which may involve undesirable en 
vironmental or other effects, we oppose it. Beyond this, we are proceed 
ing with dispatch ou a leasing program which would make prospects 
available in al! frontier area? by the end of 1978. Actual sales would, of 
course, depend upon receipt of acceptable bids.

Conversely, the requirement, that the most environmentally safe 
areas should be Ics-jod first is too restrictive. Environmental hazards 
must be balanced by potential resource values. On an area-wide basis, 
leasing would be appropriate wherever the potential value of the 
energy resource is expected to exceed environmental costs. Leasing on 
particular tracts may be, unacceptable for environmental reasons, but 
this would be determined on the baste of an environmental impact 
statement.



49

A related consideration is the specific study or other requirements 
found in several of the bills which are prerequisites to leasing. S. 426, 
tor example, would place a moratorium on leasing of areas of the OCS 
where there has been no previous development or where conditions 
are hazardous, until the Federal exploratory program required by the 
bill has been completed. The following areas are listd as areas to which 
the moratorium would be applicable: Georges Bank, Baltimore Can 
yon, Blake Plateau, the portion of the Florida Embaymcnt in the 
Atlantic Ocean, Southern California including the Santa Barbara 
Channel, and the Gulf of Alaska. Present law adequately provides for 
this through the National Environmental Policy Act and the Outer 
Continental Shelf Lands Act, and our policy is to expand our capability 
rapidly for determining all the facts necessary to a balanced leasing 
program. The exploratory program required is such a departure from 
present procedures that considerable time would surely elapse before 
the new system could be fjstablished. In times of energy shortage, this 
delay is unwise. As more fully discussed below, we also agree that con 
sultation with coastal States is appropriate, but requiring consent of 
their governors is unwise in view of the broader national aspects of the 
OCS program.

S. 428 would require approval of and operation under a develop 
ment plan as a term of the lease. The lessee's plan would have to be con 
sistent with the Secretary's broad development and leasing plan for 
the area and failure to comply with the plan would terminate tnc lease. 
Although a plan could be modified, this is too stringent a requirement 
because termination would be automatic. Lesser penalties will fre 
quently be more appropriate to deal with failure to follow the plan. 
Termination is not necessarily in the public interest.

In contrast to the changes provided by these bills, present law pro 
vides sufficient flexibility for an appropriate balancing of energy and 
environmental factors. Our concern is to improve the leasing system 
within the present framework and in this connection the Department 
recently has adopted a two-tier system for designating tracts to be 
leased. Under it industry nominates promising areas and the public at 
large is invited to comment on environmental and other considerations 
view, the Department then specifies areas to be leased. In this regard, 
bearing on tract selection. Based on this and its own independent re 
view, the Department then specifies areas to be leased. In this rsgard. 
we note that the CEQ study has concluded that leasing can be carried 
out in the areas included in that study if appropriate safety and en 
vironmental requirements are adhered to in each urea. We intend to re 
quire of the industry whatever design criteria and practices are necos- 
sary to meet the CEQ concerns.

We currently require lessees to submit development plans subsequent 
to the exploratory phase, of the lease. We are seeking further to inte 
grate these procedures with the coastal zone management programs 
being developed by the coastal States.

We do not believe it appropriate to amend the OCS Act to require 
further consistency or coordination with coastal zone management 
programs. In this regard, it should be noted that section 102(1) of 
S. 426 the definition of "coastal zone" differs from the definition of 
this term in the Coastal Zone Management Act. This could cause much 
needless confusion.

O • 75 • 4
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R. Receipt of fair -market value for Federal OCS oil and gas.
The OCS Lands Act presently provides that leasing of OCS lands 

shall be by competitive sealed bidding on the basis of a cash bonus bid 
with a fixed royalty on a bid royalty with a fixed bonus, but in no 
instance can the royalty be less than 12.5 percent. The leases are for 
a 5-year term. These provisions, coupled with the Department's geo 
logical experience and the means for acquiring such information, are 
sufficiently flexible for institution of the most desirable alternative 
leasing systems to promote competition while serving the public's 
interest in receiving .'i fair return for its resources and using those 
resources in the most responsible manner. Several general issues bear 
ing on receipt of fair market value are discussed below.

/. Geographic and Geophysical Information. Assuring that the pri 
vate sector has access to information needed to make intelligent deci 
sions with respect to OCS enerjry resources is essential. Equally im 
portant is the desirability of maintaining a resource information base 
which allows thu Government adequate knowledge of the quality and 
extent- of the resources available for sale.

The Interior Department presently has the necessary authority and 
capability to pursue these objectives. The U.S. Geological Survey has 
access under the present OCS Lands Act to the same goophvsical data 
as lease bidders, and has the means for gathering substantially more 
offshore data than bidders. We will publish shortly proposed rules to 
require more rapid data disclosure. The Department also now has ade 
quate authority to undertake stratigraphic drilling in frontier areas.

Under the rules wo, have proposed, geophysical data collected under 
exploration permits would be made public within 10 years of when 
ever a lease is relinquished, whichever period is loss. The Department 
could release data earlier based on a decision that this is necessary 
for the propei* development of the field or area. Deep strati graphic 
tests would be released 5 years after date of completion or 60 days 
after issuance of the. first Federal lease within 50 geographic miles of 
the, drill site. Geologic data would be released to the public in 6 months.

Tfc would not be appropriate to amend the Outer Continental Shelf 
Lands Act at this time to require the development of specific informa 
tional programs. The survey and mapping program required by both 
S. 521 and S. 42G would, for example, impact, quite heavily and per 
haps undesirably on our OCS program. These bills would require 
that a survey of OCS oil and gas resources be conducted and that the 
Secretary maintain a current, series of detailed topographic, geologi 
cal, and geophysical maps of and reports about the OCS. A plan for 
conducting the. prescribed survey and mapping programs would have 
to be submitted to Congress within 0 months after enactment. A prog 
ress report to Congress would be required on an annual basis. Con 
ducting such an extensive, mapping and survey effort would bo ex 
tremely difficult, and would not. likely produce.'results justifying the 
(iflort. Again, our present program undertaken pursuant to existing 
authority and modified as needs change, should be satisfactory.

2. Lease. Offering and Condition*. Current Departmental practices 
and studies are designed to assure that the lease auction of OCS re 
source are competitive enough to insure receipt of fair market value.
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Tho Department has begun to use a Monte Carlo simulation model 
in the estimation of the value of tracts offered for lease. This simula 
tion approach provides a more accurate representation of the uncer 
tainties inherent in hydrocarbon estimation. Through the use of this 
model and improved 6id rejection system, the Department is in a- posi 
tion to more accurately assess whether the, high bids received on tracts 
reflect fair market value. Since the inception"of the Monte Carlo pro 
gram in 1974, approximately 16 percent of the high bids received 
have been rejected. Here too. the proposed data disclosure regulations 
offer benefits in putting all bidders on equal terms regarding the off 
shore geologic data they possess.

Proposed regulations banning joint bidding among the largest oil 
companies were published in the Federal Register on February 21, 
1975. All companies, including their subsidiaries, that produce more 
than l.C million barrels of oil and natural gas equivalent a day, will 
bo banned from bidding jointly with each other. Such companies are 
also precluded from making pre-lease arrangements whereby an agree 
ment is made between two companies to share a lease if one of the two 
is awarded the lease. Comments on the regulations are djue on March 25, 
1975. The regulations are expected to be in effect for the proposed 
California sale, now scheduled for mid-summer.

Different methods of bidding for OCS leases are under constant 
consideration. Bonus bidding has historically been used for Federal 
OCS leasing. The Department is currently analyzing alternative bid 
ding methods available to it under the OCS Lands Act of 1953. Con 
cern has been raised over the heavy commitment of "front end" capital 
associated with the cash bonus, fixed royalty of 16% percent method 
of leasing. Options are being reviewed to accomplish the following: 
(1) lower front end costs, (2) assure payment of a fair share of actual 
production to the Federal Government and (3) ensure the maximum 
economic recovery of each reservoir.

Among the bidding methods being considered are: 
bonus bidding with increased royalty rates; 
royalty bidding;
bonus bidding with net profit payments in lieu of royalties; 
net profit bidding;

deferred bonus payments with forgiveness of the unpaid bal 
ance at the time of lease, abandonment.

A test of the royalty bidding option took place in October 1974. Ten 
tracts were offered with eight being leased and the results arc currently 
being analyzed.

Both S. 521 and S. 426 would amend the OCS Act to eliminate the 
present alternative of royalty bidding, and two new alternatives would 
be added involving net profit sharing. We object to provisions such 
as these, insofar as they limit our flexibility in devising appropriate 
lease terms, particularly with respect to royalty bidding.
0. Environmental and safety program*.

The need for constantly improving our environmental protecti'V-i 
and safety programs is clear and we concur in the broad objective of 
several of the bills to achieve this end. The actions we are taking in 
this regard arc more fully set forth below.
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/. Environmental Kcfjwi'fiinents. The National Environmental Pol 

icy Act requires the Interior Department to insure that, environmental 
considerations »r.e fully taken into account in implementing the OCS 
Lands Act.

Both S. 521 and S. 426 would add to the present law a section requir 
ing a Federal exploration program prior to leasing in frontier areas. 
While we agree with the general aims of the provision, to obtain more 
information on which to assess development possibilities and bidding, 
we are opposed to statutory establishment of such a program at this 
time. One of the analyses currently being undertaken within the 
Department examines Federal exploration of OCS areas. Different 
program options arc under consideration. We believe it would be pre 
mature to attempt to establish a Federal exploratory program without 
first analyzing all the alternatives and conducting analyses such as 
the studies the Department is performing at the present time.

As part of our analysis of frontier OCS areas, an extensive program 
of environmental studies has been initiated. The first phase occurs 
before leasing takes place. It involves an assessment of the biologic, 
physical, mctcrologic and geologic conditions of an area. The establish 
ment of this benchmark of oceanographic conditions permits us to 
later measure any effects resulting from offshore development. Tt also 
aids us in the preparation of environmental impact statements, in the 
selection of tracts and in the development of lease stipulations and 
criteria.

Once exploration and development take place, an environmental 
monitoring program is begun. This program involves the analysis 
of the same variables included in the initial benchmark phase. Changes 
in the environment are detected and, where necessary, corrective meas 
ures are promptly developed.

In addition to the benchmark and monitoring phases, special studies 
such as spill trajectories, toxicity and socio-economic analyses, are 
also conducted.

The funding for fiscal vear 1975 equals $20.5 million: proposed 
funding for fiscal year 1976 equals $44.7 million: This program is 
coordinated through an Outer Continental Research Management Ad 
visory Board which consists of representatives from the coastal States, 
EPA', NOAA, and agencies within the Department of the Interior.

We are also doing environmental impact statements on the entire 
accelerated leasing program and on each specific lease offering. We are 
conducting baseline studies in all frontier areas.

We agree in principle with the objective of a more complete review 
of the production phase of a lease after the exploratory phase but 
before the development is undertaken. The Department is studying 
the administrative steps necessary to put such a policy into force 
without introducing undue delay in development of the Nation's en- 
orgy resources. Legal authority pursuant to the OCS Lands Act pres 
ently exists to implement such a policy.

Provisions such as those in S. 521 and S. 426 modifying existing 
procedures arc unnecessary and might be detrimental if transitional 
problems of complying with their provisions delay current studies 
or other actions we arc currently undertaking to improve environ-
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mental protection and other requirements. We also oppose statutory 
provisions which specify in advance that certain Federal actions, 
.programs or functions will or will not constitute major Federal actions 
'for NEPA purposes.

2. Safety Requirements. Adequate safety standards and enforcement 
procedure for the OCS are currently in o)>cration or are in the process 
of being put into force. We. are committed to having standards at least 
as strict (assuming reasonable standards) as those of adjacent States. 
Studies have been conducted in cooperation with the National Acad 
emy of Engineering and the National Aeronautics and Space Admin 
istration, and steps have been taken to implement the recommendations 
for safety of OCS operations. Proposed OCS orders have been pub 
lished for the Gulf of Alaska and the mid-Atlantic to elicit specific 
comments from interested parties.

S. 521 would direct the Secretary to carry out a program of techno 
logical research and development related to production of oil and gas 
from the OCS to supplement other Federal or private programs. The 
Secretary would, among other things, establish environmental and 
safety standards for equipment used, as well as performance standards 
for oil spill cleanups. Although we agree with the objectives of these 
provisions, we question whether the Department of the Interior should 
be directly involved in the development of equipment technologies. 
The Secretary should instead encourage such development by use of 
operating conditions and stipulations.

Also a new section in S. 426 appears to transfer functions presently 
performed by this Department's Geological Survey and Bureau of 
Land Management to NOAA and thp. Coast Guard. Subsequent to 
leasing NOAA is made the lead agency for complying with require 
ments of NEPA. baseline and monitoring functions. The Coast Guard 
would also take over present. GS functions including promulgation 
of operating orders, standards for technology to lie used and estab 
lishment of equipment and performance standards for oil spill clean 
up operations. This would constitute an entirely undesirable transfer 
of responsibilities from agencies which already have the required ex 
pertise, to agencies which do not have this experience at this time.
D. He-search and development.

A strong research and development program by government and 
industry is essential both with respect to energy and environmental 
aspects of OCS mineral development. It is. however, being accom 
plished under existing law and several provisions in the bill under 
consideration might, if enacted, actually adversely affect the 1?£D 
effort. Mandating a wider range of studies by different agencies, as 
does S. 521 and S. 420. may preclude desirable coordination and 
executive flexibility. S. 580 would channel funds on an arbitrary basis 
to States and thereby constitute an unwise diffusion of T5&D efforts.
E. Pitlrtic participation in OCR derision*.

States which arc most likely to lx> directly affected by the develop 
ment of energ;, re?o:'rces of the OCS should participate in decision 
making. Under current procedures, we believe that such States are 
adequately apprised of »he activities and ha/ards which might 1x5 in-
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volvcd in OCS development and arc provided with ample opportunity 
for participation on OCS decisions. This State participation now in 
cludes:

(a) Environmental Study Program. Representatives from the coast 
al States serve on the OCS Research Management Advisory Board 
which oversees the Bureau of Land Management's environmental 
study program.

(b) Development of OCS Orders. The Geological Survey consults 
with the States in the development of OCS Orders. These Orders pro 
vide industry with the rules and regulations to be followed in ex 
ploration and. production activities on the OCS. The regulations that 
are now in effect have been strengthened considerably since the Santa 
Barbara spill. Proposed orders have been published for the Gulf of 
Alaska and are soon to be published for the mid-Atlantic.

(c) Call for Nominations. Approximately 12 months prior to a 
sale date, the Department publishes a request for nominations in the 
Federal Register. All interested members of the public including the 
adjacent States are urged to nominate specific tracts which they would 
want to see studied further for possible inclusion in a sale. They arc 
also asked to designate specific tracts which should be excluded from 
the leasing process because of environmental conflicts.

(d) Tract Selection. Subsequent to receipt of the nominations, th?. 
Department makes a tentative selection of tracts. States are consulted 
on the issues involved in the selection process. States are again con 
sulted before any final decision is made on tracts to be offered in a 
sale.

(c) Draft Environmental Impact Statement. The DEIS contains a 
detailed environmental assessment on a tract by tract basis in addi 
tion to an analysis of the general environmental conditions in the area. 
The States are asked to designate representatives to participate in 
the actual preparation of this document. This request has been made 
to Atlantic coast Governors and to the Governor of the State of 
Alaska.

(f) Public Hearing and Comments. After publication of the DEIS, 
u public hearing is held and States are invited to comment cither 
orally or in-writing. These comments are used in preparation of 
the Final Environmental Impact Statement.

(g) Decision by the Secretary. After completion of the Final EIS 
and a Program Decision Option Document, a decision is made by the 
Secretary whether to proceed with the sale and if so the composition 
of the sale. The Governors of affected coastal States are consulted 
before a final decision is made on what tracts are to be included in a 
sale.

(h) OCS Orders. The Geological Survey submits proposed OCS 
Orders to the States for review and comment.

(i) Supervision of Leases. Geological Survey monitors adherence 
to the OCS Orders through review of applications and proposed plans. 
Consideration is being given to having State personnel participate 
with the Geological Survey in thisondt-avor.

(j) Review of Development Plan. U. ^.r the Coastal Zone. Man 
agement Act. any State with a coastal zorv anairement plan will have, 
to review actions which may affect land u 1 voter uses in the coastal



55

zone. Such actions may include the approval of a development plan 
which is now solely the responsibility of Geological Survey.

"We arc opposed to the provision in S. 521, S. 420 and S. 81 which 
is designed to provide the Governors of coastal States with a mech 
anism to delay DCS oil and gas lease sales if such sales are anticipated 
to exercise some control over such development, or other things fail- 
the concern of coastal States regarding the environmental and socio- 
economic problems associated with OCS development and their desire 
to exercise some control over such development, or other things fail 
ing, to at least forestall it. The appropriate response is, however, to 
undertake advance planning and cooperation between Federal, State 
and local government along the lines of the Coastal Zone Management 
Act, rather than on last ditch efforts to delay leasing.

Oil Spill Liability. The Administration is currently preparing legis 
lation for submission to the Congress which would establish a com 
prehensive system of compensation for oil spill damages. This system 
would embrace damages from OCS operations and would supplement 
environmental and safety standards. We expect that this proposal will 
be forthcoming shortly and we recommend that Congress defer action 
with respect to oil spill liability compensation until the Administra 
tion proposal is submitted.

Distribution of OCS Revenues. The Administration recognizes the 
concerns about OCS generated fiscal impact problems which have led 
some coastal States to propose that OCS revenues be shared with the 
States. The Administration currently is actively developing several 
alternative proposals to deal with such problems ranging from impact 
aid grants to iormula-grant revenue sharing. However, we have no 
recommendation to make at this time.

To summarize, the bills before the Committee deal with the major 
issues relating to use of the energy resources of the Outer Continental 
Shelf. To meet our present energy needs, however, we believe that the 
present OCS Lands Act provides a satisfactory framework and that 
further legislation such as that before the Committee is undesirable 
or unnecessary.

The Office of Management and Budget has advised that there is no 
objection to the presentation of this report from the standpoint of 
the Administration's program. 

Sincerely yours,
ROGERS C. B. MORTON, 
Secretary of tfte Interior.

STATEMKXT OF HON. RUSSKLL E. TRAIN, ADMINISTRATOR, 
ENVIRONMENTAL PROTECTION AGENCY

Mr. TRAIN. Senator, we just flipped a coin and I either won or lost, 
depending on how you look at it and I am going to go first with your 
permission.

Mr. Chairman, I welcome the opportunity to comment on ocean 
policy issues as they relate to oil and gas development, on the Outer 
Continental Shelf.

It is appropriate that Congress is focusing on this development. 
The decision to increase OCS leasing and the extraction of non- 
renewable resources as well as the means by which that development
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is managed may well be one of the most critical energy decisions of 
the decade. As you arc aware, our needs for new and more abundant 
supplies of energy resources are not inseparable from our needs to 
preserve our renewable ocean resources.

We at EPA acknowledge and endorse the necessity to increase 
domestic energy supplies and on balance we are optimistic that devel 
opment on the OCS can take place in r.n environmentally acceptable 
manner. Those areas where experience has demonstrated that safe 
operations are possible and where biological sensitivity is lowest should 
l)e the first areas to be developed.

We are pleased that the Council on Environmental Quality in 
their report has indicated that the benefits of potential oil and gas 
development must always be balanced against the environmental risk. 
Where a balance is found to be favorable, exploration can then proceed 
with caution and a commitment to prevent damage. To achieve this 
balance, it is imperative that all promising OCS areas be analyzed 
and ranked both for resource potential and for environmental sensi 
tivity and natural hazards. Only after careful analyses of both the 
resource potential and the attendant environmental risks should we 
proceed to explore a given area.

The need to regulate the varying uses of natural resources on the 
Outer Continental Shelf requires the full implementation and strict 
enforcement of the requirements and authorities available under 
existing Federal law. Under these authorities—Outer Continental 
Shelf Lands Act, National Environmental Policy Act, Federal Water 
Pollution Control Act, Marino Protection, Research and Sanctuaries 
Act, and Coastal Zone Management Act—EPA and other Federal 
agencies are not without experience in dealing with the problems 
created by OCS oil and gas development. The National Environmental 
Policy Act has 'been employed to open up OCS policymaking to 
much greater scrutiny and much broader public participation. We 
Ixjlievp, that even greater cooperation and effective .involvement among 
concerned Federal agencies, the States, and other concerned organi 
zations can be achieved. The environmental impact statement process 
can contribute significantly to that ahievcment.

The environmental issues presently involved with exploratory drill 
ing differ greatly from those of subsequent development. Under pres 
ent OCS management practice, (.he two processes—exploration and 
resource production—tend to be tied together in the sense that the 
review of development plans subsequent to exploration but before 
development has not sufficiently addressed onshore impacts nor in 
volved State and local participation to the degree that I believe is 
desirable. As a result, Mip exploration program can be delayed due to 
unresolved development issues. I would also add that under this prac 
tice there is some risk that subsequent development will proceed with 
out adequate evaluation of the environmental consequences of devel 
opment options. We at EPA believe that the present practice could 
be improved by a process of development plan review which explicitly 
addresses the full economic, social, and environmental impact includ 
ing the onshore impacts of the proposed development, with participa 
tion by Federal agencies with interest and expertise and by affected 
States and communities. These development plans should, of course,
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preparation of environmental impact statements. It is our understand 
ing that the Department of the Interior believes that the OCS Lands 
Act provides authority for this kind of improvement in present OCS 
management, pract ice.

The approach I am recommending would require preparation of 
n HIS before specific lease tracts are .Selected. Tnis initial .statement 
would focus on marine biological aspects, especially in coastal and 
estuarino areas which a»-r the richest and most vulnerable areas, and 
would screen or prioritize tracts that would be explored with low 
environmental risk. A second environmental assessment, would be 
written on a specific development plan or plans. This second review 
process would allow fuller consideration of pipeline corridors, pn- 
shoro development, and related effects than is now the usual practice.

0'ie of the principal concerns we at EPA share with other Federal 
agencies and the otates relates to the potential onshore and coastal 
zone impacts that would arise, with expanded OCS development. Com 
prehensive energy planning offshore must occur within a framework 
which recognizes and emphasizes the. need for onshore planning. In 
sofar as onshore impacts are concerned, EPA believes thut the pres 
ent prelcasing procedures do not. provide cither adequate or timely 
acquisition of the necessary informal ion for State and local planning. 
We do not believe that, any prelcasing procedures could provide the 
necessary information. Afore meaningful evaluation by State and local 
governments of development options based upon postexploration 
knowledge is essential, in our opinion.

I believe that many Federal agencies could contribute significant 
information, data, and analysis for a complete environmental assess 
ment. Under the leadership of one agency and with maximum co 
ordination with the affected States a thorough analysis of the social, 
economic, and environmental implications of both OCS exploration 
and development can lx» achieved.

In that regard, consideration should be given to an approach 
whereby necessary Federal and State licenses and permits could be 
dealt with in a streamlined and coordinated way.

The Federal Government must accept the responsibility for inform 
ing State and local governments about coastal facilities* and services 
which arc likely to be needed in connection with OCS activities well 
in advance of "development. The growing pressures on the coastal 
States from many onshore and offshore activities, coupled with a 
realization th-.it these developments will mutually affect each other, 
have produced widespread concern.

Onshore development may occur in rural areft* where relatively 
little growth could IMS expected in the absence of offshore energy devel 
opment. The. location of OCS development activities will tend to in 
duce new industries, particularly refineries and petrochemical com 
plexes in the immediate ami serving these offshore rigs.

The creation of new petroleum-related industries will also induce 
associated commercial and economic activities. An overall increase in 
economic development will cause population concentration and needs 
for new housing and added public services, such as sewage treatment, 
traitS}K)rtation. schools, electric power, and recreational facilities. Each
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of these activities will in turn result, in a range of environmental im 
pacts beyond what would normally be expected without. OCS devel 
opment. "The impacts include demands for land and water supply, 
increased probabilities of air and water pollution, and a burden on 
public services.

Onshore impacts, especially in rural areas could become a major 
burden on energy development. The creation of strong coastal zone 
management, agencies within the affected States will insure that the 
interests of the States and their citizens will be appropriately repre 
sented. Critical to the effective use of coastal zone programs, however, 
is the necessary coordination between the Federal agencies holding 
responsibility for offshore development and State planning agencies. 
To insure timely and rcsixmsiblc State efforts States must receive 
nt the earliest, possible time the following types of information:

1. Best and latest estimates of the volume of oil or gas tc br 
extracted and the latest-schedule for this development;

2. Date and plans for OCS development, including estimates of 
the number and types of facilities needed for production, refining, 
and transportation: and

3. The likely effect of development on air and water quality.
Given this framework of data and information, the increased effec 

tiveness of coastal zone management can do much to assure that off 
shore development of oil and gas resources occurs within the limits 
of environmental acceptability.

EPA has important environmental regulatory responsibilities un 
der existing law that can provide significant protection on the- OCS 
and adjacent, shore areas.

Tinder the Federal Water Pollution Control Act and the Marine 
Protection, Research, and Sanctuaries Act, a Federal program of 
marine pollution abatement and control was established. EPA sets 
ocean discharge, criteria whicli are then used to evaluate permit ap 
plications for the dumping or discharge of waste material into the 
waters of the territorial sea, the contiguous zone, and the oceans.

One of our continuing concerns is the rcsjxnisibility under the Fed 
eral Water Pollution Control Act for the control of oil and hazardous 
sutatnnces spills. We are charged with responsibilities relating to oil 
spill incidents and marine disasters creating potential pollution 
hazards, which occur upon the navigable waters of the United States, 
adjoining shorelines and the waters of the contiguous zone. The na 
tional oil and hazardous sutatancos contingency plan prepared pursu 
ant to that section delineates procedures, techniques, and responsibili 
ties of the various Federal, Stale, and local agencies. With respect to 
the Outer Continental Shelf, the Department of the Interior, U.S. 
Geological Survey, is the lead agency and provides expertise for oil 
pollution control programs connected with exploration, drilling, and 
production operations. In the event of a shelf oil spill episode. Interior, 
the Coast Guard, and EPA act pursuant to the national contingency 
plan in a predesignatcd and coordinated fashion io control, contain, 
and mitigate the adverse effects of a spill on the ocean and shorcsidc. 
environments.

The potential danger of environmental damage is closely associated 
with increased production activity on the OCS and serves to under-



59

score the importance of safety and environmental protection pro 
grams. EPA is consulting with Interior in their efforts to improve 
safety and environmental protection. In addition, it further empha 
sizes the need for better information and more research to determine 
the overall environmental risks attendant on development.

EPA believes that it is impossible to evaluate adequately the 
environmental consequences of OCS development withoutithe compila 
tion and analysis of baseline biological and physical data. Baseline 
studies in frontier areas are essential to prioritize biologically impor 
tant areas.

While there is no doubt that petroleum products nre toxic, research 
should be continued to determine the persistence and full degree of 
toxicity of petroleum comixwnds. We also need to understand the 
recovery mechanisms of specific ecosystems and their components 
which have suffered catastrophic damage. The studies should focus 
on the effects of both one-time spills, and of continuous low-volume 
discharges. EPA has a significant, role with respect to such -activities 
and has assigned a high priority to this research.

.Recognizing the limitation of equipment for drilling and theamount 
of baseline and biological research which is needed, we at EPA believe 
that exploration can proceed as soon as the environmental baselines 
can be collected and evaluated. Then too. coastal jurisdictions will be 
better able, to proceed with their planning functions based on some 
knowledge of the volume of activity which will be taking place, off 
their shores.

In summary. I believe that, the significance of the studies needed, the 
potential problems presented, and the need for a sound technical basis 
necessitate a large degree of coordination and cooperation among all 
levels of government.

The- end product of organization, planning, and study will be an 
improvement in (he quality and scope of management, of* both renew 
able and non renewable resources. Such data will also enable us to 
make the necessary environmental assessments. I think that the com 
prehensive environmental analysis which I have discussed will aid us 
in the coordinated evaluation of environmental concerns afc both the 
exploration and development stages of the leasing process. It will 
also provide for Ixjtter exchange and coordination of information 
Iwtwecn Federal agencies and the States, and guarantee our Nation's 
optimal use of both our environmental and energy resources.

I appreciates the opportunity today to share with you son in of my 
thoughts and concerns on oil and gas development on the OCS.

STATKMKXT OF Hoy. RUSSKU, W. PKTKISOX, CHAIRMAN-. COUNCIL ON

Mr. PETKRSOX. Thank you, Mr. Chairman and Senator Jackson. 
Thank you for the opportunity to present the views of the Council 
on Environmental Quality on proposed amendments to the Outer Con 
tinental Shelf Lands Act and the Coastal Zone Management Act.

As the President, has mnde clear, accelerated exploration and pro 
duction of oil and gas from the OCS, subject to the fullest possible 
environmental protection, is a major component in our effort to achieve
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energy self-sufficiency. Development of frontier OCS areas offers the 
possibility of significantly augmenting our domestic oil and gas supply 
and helping to limit dependence on, foreign sources. At the same time, 
such development can lead to significant environmental impacts in the 
marine and coastal zone environment, and in all likelihood will result 
in localized social and economic changes.
For more than 20 years the leasing and development of oil and gas 
on the OCS have been accomplished under the Outer Continental 
Shelf Lands Act of 1953. This law has proven to be one of the most 
flexible of our resource statutes, allowing the Secretory of the Inte 
rior to take steps necessary to adjust to the exigencies of changin" ̂ CS 
operating conditions. This was well demonstrated after the 190' .nta 
Barbara blowout, when major reforms in operating rcgulal > de 
signed to reduce the possibility of future spills and applied.. .o all 
operations on the OCS, were put into effect.

At the same time it is important to remember that this law was writ 
ten two decades ago and was based primarily on the experiences in the 
well understood and friendly confines of the Gulf of Mexico. In many 
respects the 1953 act was designed to extend the shallow water offshore 
Louisiana system onto Federal lands. Thus, the fundamental issue is 
whether this system can function adequately as we seek to explore and

groduco the new and untested frontiers of the U.S. Outer Continental 
helf.
The bills you have before you today would result in major changes 

in the law and the management system which have evolved during this 
20-year period. And while the system undoubtedly has defects, major 
alternatives to established procedures should be considered carefully 
to avoid serious disruptions in the OCS operations.

In April .1974, CEQ concluded a year-long environmental assess 
ment of OCS oil and gas development and submitted its report to the 
President. This study concluded that leasing in frontier areas must 
l>c conducted under carefully controlled conditions. Since that time 
the Department of the Interior has taken a number of steps to improve 
its OCS management program to better accommodate the concerns 
expressed in that study. And, as the Department has stated today, they 
have additional measures under active consideration.

I would now like to turn to some of the major issues in the bills you 
a re considering.

From our perspective, the fundamental issues relate to assuring ade 
quate environmental assessment and coordinated planning l>efore 
decisions arc made to open new areas for leasing, and prior to approv 
ing the actual plans for oil and gas production operations. Related to 
these objectives three recent laws have had the effect of amending the 
OCS Lands Act: The National Environmental Policy Act, the Coastal 
Zone Management Act, and the Marine Sanctuaries Act. Properly ad 
ministered, these laws should provide the basis for adequate environ 
mental evaluation and planning.

Changes in the OCS environmental analysis and deosionmakmg 
process to reflect the problems of the frontier areas can, I feel, go a 
long wav toward meeting many of the objectives set out in S. 521, and 
S. 58G. the administration is actively considering these changes. We 
believe that a procedure which more clearly separates decisions to
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lease and decisions to develop, with appropriate Senate and local par 
ticipation at each stage of the process would provide the soundest basis 
for planning for and dealing with the impacts of OOS development.

As the first.step of this process, the Interior Department has released 
a draft programmatic EIS for the accelerated leasing program which 
I understand is now being substantially revised. This ETS should 
discuss the proposed long-term leasing program, including the lease 
schedule and alternatives to the schedule. This statement should also 
put forward an assessment of the relative environmental risks of leas 
ing in each of the 17 designated frontier areas, and discuss the method 
for deciding, after preparation of area impact statement, whether 
or not to .postpone leasing in areas where oil and gas cannot, be gafely 
produced and transported. The programmatic ETS should also set 
forth the environmental assessment procedures to be carried out at 
various stages of program implementation, and specify procedures 
for State arid local involvement. In addition, this EIS should detail 
the regulatory, inspection, and enforcement procedures, including 
manpower levels and training, for supervision of operations under 
the proposed schedule for frontier areas.

Such a program impact statement, periodically updated, would 
serve the functions, and more, of the national leasing program in S. 521 
and S. 420 and would provide the basis for general public and con 
gressional scrutiny and comment on the proposed accelerated program.

As the second step in this process, prior to the first sale in each 
frontier area, an impact, statement would be prepared to provide the 
best possible assessment, of impacts, including onshore impacts, of 
opening that area to exploration and development. The area-wide- 
statement would be prepared as early as possible in the leasing process, 
and would be supplemented, as necessary, to reflect new data and 
analysis prior to any subsequent sales, in the same geographic area. In 
connection with each sale, the procedure for environmental assessment 
of individual tracts in the selection process would be spelled out. and 
the results made public.

The third step in this process would represent a significant departure 
from past practice. It is becoming a wcll-reoognixcd fact that it is 
virtually impossible to plan adequately for mitigating the impacts of 
oil and gas development without knowledge of the location and 
amount of oil and gas. whether recoverable resources in fact exist, and 
how lessees would propose to develop that resource. The crux of the 
issue, therefore, is whether or not to go ahead with leasing in the 
absence of the geological, geophysical, and corporate planning infor 
mation which would make it possible to undertake such impact assess 
ments.

Both S. 521 and S. 420 before you contemplate an approach based 
on a greatly expanded Federal Government role in exploration of the 
OSC. While we rccogni/e the Government's need for better informa 
tion prior to approving develoment plans, it is questionable, in my 
view, whether exploration should be either substantially or exclusively 
under Government aegis. In recent months the Interior Department 
has taken important steps to require operators conducting explora 
tory activities on the OCS to submit all the geological and geophysical 
data collected under a Government permit for Government use in
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planning. This requirement has put the Government on an equal data 
footing with industry in determining the value of individual tracts. 
It wilialso give the Government some idea of potential resource pro 
ducing areas for planning prior to leasing.

But more information is required. The location of reserves in a given 
area and corporate facts about development of producing structures 
cannot be ascertained until after a concentrated program of explora 
tory drilling. Until such time, the location and manner of construc 
tion of production platforms, pipelines, and onshore support facilities 
can be only speculative. It is at this critical juncture—after explora 
tion but prior to approval of production operations—that we propose 
an expanded level of environmental assessment and planning.

It is my view that it is possible to leave the responsibility for ex 
ploration in the private sector yet still achieve the necessary analysis 
and planning before production operations are approved, This can be 
done by providing for a clear distinction in the OCS development 
system between exploration and development. As I see such a system, 
companies would be given the right to conduct drilling and other ex 
ploratory operations, subject to whatever environmental conditions 
are necessary, with rights to develop only in accordance with a devel 
opment plan approved subsequent to exploration. During this ex 
ploratory phase the operating company will be required to conduct 
specified environmental studies, dealing, for example, with bottom 
conditions, fishery resources, and other site-specific data gathering 
In addition, a company would be required to report significant dis 
coveries of oil and gas immediately. Any preliminary plans for bring 
ing that oil and gas ashore would be made available to State and local 
officials at the earliest possible time for use in onshore planning 
activities.

After the exploratory phase, the company would submit a detailed 
development plan for the proposed operations. Among other things, 
the plan would include a full statement of all facilities, both onshore 
and offshore, likely to be required in order to develop that acreage 
fully. For each development plan an environmental assessment and, if 
appropriate, a full environmental impact statement would be pre 
pared and the development plan would not be approved until after 
full State and local review.

I believe that the Governors of the States and the officials of local 
communities which would be affected by a development plan should 
have an opportunity to require modifications in the plan so that it will 
corresjxMid to their coastal zone management plan and other onshore 
plans.

However, the Secretary of the Interior should have the authority to 
require development plans to be modified to protect offshore and on 
shore environments.

The basic question here is how to implement a workable system. The 
Interior Department lx»lieves that it is possible to accomplish needed 
reforms under the present OCS Lands Act, and we understand the 
Interior Department is actively considering this possibility.

T believe.that sound environmental mana/rcment and the fullest j>os- 
sible merging of offshore development with onshore nlanning can be 
accomplished within the framework I have outlined above. In review-
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ing your proposed legislation. I have concluded that such a system 
would meet most of the major problems you arc; socking to resolve. I 
would be glad to answer any questions you may have or work with you 
further on this important subject.

STATEMENT OF Hox. ROBERT M. WHITE, ADMINISTRATOR. NATIONAL 
OCEANIC AND ATMOSPHERIC; ADMINISTRATION. DEPARTMENT OF COM 
MERCE, ACCOMPANIED ur ROIJERT KNKCTIT. ASSISTANT ADMINISTRATOR 
FOR COASTAL ZONE MANAGEMENT, NOAA, AXD WILLIAM C. BREWER, 
GENERAL COUNSEL, NOAA

Mr. WHITE. Mr. Chairman, before I begin my statement, let me 
introduce the people at the table here with me. To my left I have 
Mr. Robert Knccht, the Assistant Administrator for Coastal Zone 
Management in our organization. To his left, Mr. William C. Brewer, 
our general counsel.

It is a pleasure to appear here before this meeting of the Interior 
Committee and the national ocean policy study to discuss NOAA's 
role with respect to the legislation now being considered by the 
committee.

In view of the fact that the Secretary of Interior has stated the 
administration's position on the bills before you today, I would 
like to review some of the progress being made on implementation 
of the coastal zone management program as well as discuss several 
of NOAA's other activities which are closely related to the OCS 
isstie.

All of the legislative proposals in S. 81, S. 130, S. 426. S. 470, 
S. 521. S. 586. S. 825. and 826 reflect the reality that the proposed 
oil and gas development in the frontier areas of the QCS will con 
front us with a quantum change in circumstances. The Nation's prin 
cipal offshore oil and gas development, in the Gulf of Mexico, has 
grown gradually over a period of 20 years. It grew in an area with 
a history of involvement with petroleum development. Growth took 
place gradually, moving a technology developed on land into the 
ocean.

We are now seeking to develop petroleum resources off the coasts 
of areas which are largely unfamiliar with such development and 
in which environmental conditions and the social and economic im 
pacts arc likely to be different. Not surprisingly, there is concern 
and some opposition. The legislation being considered here deserves 
the most careful appraisal.

We believe the time is overdue for the States and the Federal Gov 
ernment to recognize and accommodate to their legitimate mutual 
needs. NOAA recognizes and supports the urgent national require 
ment for the development of new domestic sources of petroleum. 
We arc convinced that the States recognize their obligation to work 
with the Federal Government in the satisfaction of these national 
interests. On the other hand. NOAA also recognizes the legitimacy 
of the deep concerns of the States and other groups for the environ 
mental and onshore impacts of unplanned development and believes 
the Federal Government IMS a responsibility to alleviate these 
concerns.
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In XOAA'.s assessment, the two views arc not incompatible. Bring 
ing about this compatibility can be greatly advanced by the rapid 
and full implementation of the Coastal Zone Management Act of 1972. 
This act places in the hands of the States the responsibility for com 
prehensive coastal /one planning and management in a balanced 
manner that recognizes economic as well as environmental, and na 
tional as well as local, needs.

Tn the implementation of the Coastal Zone Management Act. we 
have had extensive opportunity to work with the coastal States. The 
following views have emerged:

First. The States seek early information on all aspects of the off 
shore leasing program and suitable participation in all the steps of 
the decisionmaking process.

Second. The States generally wish to have the OCS development 
take place in the context of a comprehensive coastal zone management 
program and arc concerned that irreversible commitment to devel 
opment will take place offshore before such plans are ready.

Third. The States want and need more information about the spe 
cifics of anticipated onshore impacts. They are concerned about eco 
nomic, social, and environmental effects of onshore industrial support 
and public services that will be required.

Fourth. The States want financial support to offset the cost of serv 
ices and facilities needed to support a rapid industrial buildup once an 
offshore field is discovered. They feel that while the benefits of OCS 
production are enjoyed by all citizens in all parts of the country, the 
disadvantages are localized and therefore their elimination is a re 
sponsibility of all.

The Governor of Vermont this afternoon reflected many of the- 
same views.

We believe that the administration's program, us discussed by Sec 
retary Morton. goes a long way toward meeting those needs.

The Coastal Zone Management Act signed into law in 1972, as a 
voluntary measure, has been enthusiastically received as the right in 
stitutional vehicle at the right time. All 30 of the eligible States and 2 
territories are now taking part. The first grunts to the States to pre 
pare coastal management plans were made about 1 year ago. For the 
current year, $12 million has been appropriated to carry out the provi 
sions of the act. Tn addition, the President is seeking $3 million in 
supplemental funds this fiscal year to provide additional assistance to 
coastal States as they prepare to deal with the OCS oil and gas issues. 
Tn the short time of its existence we already have several States on the 
point of submitting coastal zone management plans to the Department 
for final approval and implementation. We hope to have at least one 
approved by the end of the fiscal year. While many difficulties lie 
ahead, we are very encouraged with the progress to date and are con 
fident that the intent of Congress to bring about more rational use of 
our precious coastal lands and water's will in foH IM» met.

NOAA's interest .in Outer Continental Shelf development, the pro 
tection of the environment, and the conservation of our ocean resources 
goes far lx»yond our responsibilities under the Coastal Zone Manage 
ment Act. We are the ocean fisheries airency of this Government and. as 
such, have responsibility to insure that those resources are conserved
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through protection of their habitats. As the ocean surveying agency, 
we are involved in the production of the maps and charts, definition 
of the tides and currents, and other occanographic features whose un 
derstanding is important to environmentally sound development of our 
offshore oil and gas resources. As a part o'f the sea-grant program, a 
number of the Nation's foremost colleges and universities are produc 
ing scientific and technical resulfs on coastal and marine problems that 
are directly relevant to the. issues being discussed here today. Recent 
sea-grant work has focused on deepwater ports and their environ 
mental implications, the onshore impacts of oil shore oil activity, and 
a host of other coastal xone problems.

We have responsibility for the Nation's weather and ocean monitor 
ing activities and. hence, have been deeply involved in the provision of 
environmental information and the prediction of those natural disas 
ters that can vitally affect offshore operations. We are responsible for 
maintenance of the National Ocean Data Center, as well as the Na 
tional Climatic Center, the national depositories of the data on en 
vironmental conditions which are crucial to design of facilities and 
structures, as well as the safe and environmentally sound operation on 
ourselves. As the ocean agency we maintain the country's foremost 
capability in ships and aim, iff. earth orbiting satellites, research 
laboratories and facilities, as well as the scientific expertise enabling 
us to assist in assessing the whole ran ue. of environmental consequences 
that might result from oil and gas development.

In this connection we are working closely with the Geological Sur 
vey and Bureau of Land Management of the Department of Interior 
in carrying out the environmental assessments for those frontier areas 
which are presently contemplated for lease sales.

Thank you for the opportunity of appearing before you today. T 
would be happy to answer any questions that the committee might 
have.

X. CIIAXCKS IN- EXISTING LAW

Fn compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill. S. f>21. 
as ordered reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic. 
existing law in which no change is proposed is shown in roinan) :

He it cnnctcil bn the Senate nnd Hniute of Kcprenentntirc* »! the I'nitcil Ktnlc* 
of America hi CftnyrcitxusiitciHblcil. That tliis Act may bo cited as the ''Outer f'onti- 

Slu-lf Lands Act".
SKC. 2, DKKIXITJOXS. — When used in this Act —
(a) The term "outer Continental Shelf" means all submerged lands 

lying seaward and outside of the area of lands l>encath navigable 
waters as defined in section 2 of the Submerged Lands Act (Public 
Law 31. Kighty-third Congress, first session), and of which the sub 
soil and sealxnt appertain to the Tinted States and are subject to its 
jurisdiction and control:

(b) The term "Secretary" means the Secretary of the Interior:
(c) The term "mineral lease" means anv form of authorization for 

the exploration for, or development or removal of deposits of. oil. 
gas. or other minerals : and

JJ-J8J O - 74 . S
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(({) The term "person" includes, in addition to a natural person, an 
association, a State, a political subdivision of a State, or a private, 
public, or municipal corporation.

(e) The term "coastal zone"'' mean* the coastal water* (including the, 
lands herein and thereunder) and the adjacent shorclands (including 
the waters therein and thereunder). strongly influenced by each other 
and in proximity to the shorelines of the several coastal States, and- 

.includes transitional and intertidal areas, salt marshes, wetlands, and- 
leaches. The zone extends sea-ward to the outer limit of the United- 
States territorial sea. The zone extends from, the shorelines inward- to 
boundaries of the coastal zone as identified by the coastal States pur 
suant to the regulations promulgated under the authority of the 
Coastal Zone Management Act 'of Jff72 (If! f'.f!.C. 14&4(b)(J)). 
Excluded- from, the coastal zone are lands the use of -which if by law 
subject, to the discretion of or 'which is held in trust by the Federal 
Government, its officers, or agents.

(/) The term "coastal State" means a State of the United States in, 
or bordering on. the Atlantic. Pacific..or Arctic Ocean, the Gulf of 
Mexico, or Long Island' Sound,

(g) The term- "marine environment" means the physical, atmos 
pheric, and biological- components, conditions, and factors which >n 
combination and interactively determine the productivity, state, condi 
tion, and quality of the marine ecosystem- including the waters of the 
high- seas, contiguous zone, transitional and intertidal ureas, salt 
marshes, and wetlands within the coastal zone and, in the Outer Con 
tinental Shelf of the United States.

(h) The term- "coastal environment" means the physical, atmos 
pheric, biological, social, and economic components, conditions, anil 
factors which in combination and interactively determine the produc 
tivity, state, and guaJffi/ of the human environment and ma-rine and 
terrestrial ecosystem- from- the seaward boundary of the coastal zone 
inward to the boundary of the coastal zone as identified by the States 
pursuant to the regulations promulgated under the authority of the 
Coastal. Zone Management Act of 1.073 (SO Shit. 1280: Hi V.R.C. 
7454(l)(1))* and including that part of the marine environment- 
wh ich falls -with in- th e coastal son e.

(!) the term."exploration" -mean* the process of searching for oil or 
natural gas. including geophysical surveys where magnetic, gravity, 
seismic, spcctroscopic or other systems arc used to detect or imply the 
presence of oil or natural gas; any drilling, whether on- or off known 
geological structures inriluding a well in which a discovery of oil or 
natural f/us in. commercial guant Sties i* made, also including any addi 
tional delineation wells after such disco ren/ needed to d<! incut e the 
formation and to enable the lessee to determine whether to proceed 
with development and production.

(i) The term- "development" means those activities which tnltp place 
following discovery of oil or natural gas in commercial giifintities. in- 
eluding ffcophysical urtiritu. drilling, pint form construction cm place- 
inent and outfitting, pipelai/inr/ and all on-shore support facilities 
which an- for the purnoxe of ultimalehi produdna oil or natural aus.

(If) The term "production" mcam those actiritics v*hich take place 
after the successful completion of a dcrclopmt>nt well, including but
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not limited to -field operation and transfer of oil or -natural ga* to 
shore, operation monitoring, •maintenance and work-over drilling.

(I) The term- "masriniwn efficient rate of production" means the 
m<i»imum. level of production, which can be sustained without detri 
ment to ultimate recovery of the resource produced.

SEC. 3. JURISDICTION OVER OUTKR CONTINENTAL SHELF.—(a) It is 
hereby declared to be the policy of the United States that the subsoil 
and seabed of the Outer Continental Shelf appertain to the United 
States and are subject to -its jurisdiction, control, and power of 
disposition as provided in this Act.

(1)) This Act shall be construed in such manner that the character as 
high seas of the waters above the outer Continental Shelf and the right 
to navigation and fishing therein shall not be affected.

(c,) It-is hereby declared that the Outer Continental Shelf in a. vital 
national resource reserve held by the Federal Government for all the 
•people, -which should be made available for orderly development, 
subject to environmental safeguards, comment with and- when, neces 
sary to meet national needs.

(d) It is hereby recognized that development of the oil and gas 
resources of the Older Continental Shelf will have significant impact 
on coastal zone areas of adjacent States and that^ in. view of the na 
tional interest in. the effective management of the coastal zone. (I) such 
States may require assistance in. protecting their coastal zone insofar 
as possible from, the adverse effects of such impact, and. (2) such States 
are entitled to participate., to the extent consistent with, the national 
interest, in the policy and planning decisions made by the Federal Gov 
ernment relating to exploration, for and development, and production 
of oil and gas in the Outer Continental Shelf.

(e) It is hereby recognized, that the rights and responsibilities of 
the States to preserve and protect their marine and coastal environ 
ments through xuch means as regulation, of land. air. and -water -uses 
and of related development and. activity should be protected.

SEC. 4. LAWS AITLICAIU.E TO OITER CONTINENTAL SIIKLV.—(a) (1) 
The Constitution and laws and civil and political jurisdiction of the 
United States arc hereby extended to the subsoil and seabed of the 
outer Continental Shelf and to all artificial islands and fixed structures 
which may bo erected thereon for the purpose of exploring for. devel 
oping, removing, and transporting resources therefrom, to the same 
extent as if the outer Continental Shelf were an area of exclusive 
Federal jurisdiction located within a State: Provided, however. T\\nt 
mineral leases on the outer Continental Shelf shall be. maintained or 
issued only under the provisions of this Act.

(2) To the extent, that they are applicable and not inconsjstent with 
this Act or with other Federal laws and regulations of the Secretary 
now in effect or hereafter adopted, the civil and criminal laws of each 
adjacent State Jas of the effective date of this Act] are hereby declared 
to 1m the law of the United States for that portion of the subsoil and 
seated of the outer Continental Shelf, and artificial islands and fixed 
structures erected thereon, which would l>e within the area of the 
State if its lx)undaries were extended seaward to the outer margin 
of the outer Continental Shelf, and the President shall detcnninc and 
publish in the Federal Register such projected lines extending seaward
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and defining each such area. All of such applicable laws shall be 
administered and enforced by the appropriate officers and courts of 
the United States. State taxation laws shall not- apply to the outer 
Continental Shelf.

(3) The provisions of this section for adoption of State law as the 
law of the United States shall never be interpreted as a basis for 
claiming any interest in or jurisdiction on behalf of any State for any 
purpose, over the seabed and subsoil of the outer Continental Shelf, or 
the property and natural resources thereof or the revenues therefrom.

(b) Tho United States district courts shall have original jurisdic 
tion of cases and controversies arising out of or in connection with any 
operations conducted on the outer Continental Shelf for the purpose 
of exploring for, developing, removing or transportig by pipeline the 
natural resources, or involving rights to the national resources of the 
subsoil and seabed of the outer Continental Shelf, and proceedings 
with respect to any such case or controversy may be instituted in the 
judicial district in which any defendant resides or may be found, or 
in tho judicial district of the adjacent State nearest tfie place where 
the cause of action arose.

(c) With respect to disability or death of an employee resulting 
from any injury occurring as the result of operations described in 
subsection (b), compensation shall be payable under the provisions of 
the Longshoremen's and Harbor Workers' Compensation Act. For 
the purposes of the extension of the provisions of the longshoremen's 
and Harbor Workers' Compensation Act under this section—

(1) the term "employee" docs not include a master or member 
of a crew of any vessel, or an officer or employee of the United 
States or any agency thereof or of any State or foreign govern 
ment, or of any political subdivision thereof;

(2) the term "employer" means an employer any of whose 
employees are employed in such operations; and

(3) the term "United States" when used in a geographical 
sense includes the outer Continental Shelf and nrti'fical islands 
and fixed structures thereon.

(d) For the purposes of the National Labor Relations Act, as 
amended, any unfair labor practice, as defined in such Act, occurring 
upon any artificial island or fixed structure referred to in subsection 
(a) shall be deemed to have occurred within the judicial district of 
the adjacent State nearest the place of location of such island or 
structure.

(e) (1) The head of the Department in which the Coast Guard is 
operating shall have authority to promulgate and enforce such reason 
able rcgiilntions with respect to lights and other warning devices, 
safety equipment, and other matters relating to the promotion of 
safety of life and property on the islands and structures referred to 
in sul)section (a) or on the waters adjacent thereto, as he may deem 
necessary.

(2) The head of the Department in which the Coast Guard is o|>erat- 
ing may mark for the protection of navigation any such island or 
structure whenever the owner has failed suitably to mark the same 
in accordance with regulations issued hereunder, and the owner shall 
pay the cost, thereof. Any person, firm, company, or corporation who
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shall fail or refuse to obey any of the lawful rules and regulations 
issued hereuncler shall be guilty of a misdemeanor and shall be fined 
not more than $100 for each offense. Each day during which such 
violation shall continue shall be considered a new offense.

(f) The authority of the Secretary of the Army to prevent obstruc 
tion to navigation in the navigable waters of the United States is here 
by extended to artificial islands a d fixed structure's located on the 
outer Continental Shelf.

(g) The specific application by i lis section of certain provisions of 
law to the subsoil and seabed oi the outer Continental Shelf and the 
artificial islands and fixed structures referred to in subsection (a) or to 
acts or offcnses occurring or committed thereon shall not give rise 
to any inference that the application to such islands and structures., 
acts, or offenses of any other provision of law is not intended.

SEC. 5. ADMINISTRATION OP LEASING OF TJIK OUTER CONTINENTAL 
SHELF.—(a) (1) The Secretary shall administer the provisions of this 
Act relating to the leasing of the outer Continental Shelf, and shall 
prescribe such rules and regulations as may be necessary to carry out 
such provisions. The Secretary may at any time prescribe and amend 
such rules and regulations as he determines to be necessary and proper 
in order to provide for the prevention of waste and conservation of 
the natural resources of the. outer Continental Shelf, and the protection 
of correlative rights therein, and. notwithstanding any other provi 
sions herein, such rules and regulations shall apply to all operations 
conducted under a lease issued or maintained under the provisions of 
this Act. In the enforcement of conservation laws, rules, and regula 
tions the Secretary is authorized to cooperate with the conservation 
agencies of the adjacent States. Without limiting the generality of 
the foregoing provisions of this section, the rules and regulations 
prescribed by tne Secretary thereunder may provide for the assign 
ment or relinquishment of leases, for the sale of royalty oil and gas 
accruing or reserved to the United States at not less than market value, 
and. in the interest of conservation, for unitixation. pooling, drilling 
agreements, suspension of operations or production, reduction of 
rentals or royalties, compensatory royalty agreements, subsurface 
storage of oil or gas in any of said submerged lands, and drilling or 
other easements necessary for operations or production.

(2) [Any person who"knowingly and 'willfully violates any rule or 
regulation prescribed by the Secretary for the prevention of waste, 
the conservation of the natural resources, or the protection of correla 
tive rights shall be deemed guilty of a misdemeanor and punishable 
by a fine of not more than $2.000 or by imprisonment for not more 
than six months, or by both such fine and imprisonment, and each day 
of violation shall be deemed to be a separate offense.] The issuance1 
and continuance in effect of any lease, or of any extension, renewal, 
or replacement of any lease under the provisions of this Act shall be 
conditioned upon compliance with the regulations issued under this 
Act and in force and effect on the date of the issuance, of the lease if 
the lease is issued under the provisions of section 8 hereof, or with the 
regulations issued under the provision of section G(b). clause (2), 
hereof if the lease is maintained under the provisions of section 6 
hereof.
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(b) (1) Whenever the owner of a nonproducing lease fails to comply 
with any of the provisions of this Act. or of the lease, or of the regula 
tions issued under this Act .and in force and effect on the date of the 
issuance of the lease if the lease is issued under the provisions of section 
8 hereof, or of the regulations issued under the provisions of section 
6(b). clause (2). hereof, if the lease is maintained under the provi 
sions of section 6 hereof, such lease may he canceled by the Secretary, 
subject to the right of judicial review'as provided in'section 8(j). 'if 
such default continues for the period of thirty days after mailing of 
notice by registered letter to the lease owner at hfs record post office 
address.

(2) Whenever the owner of any producing lease fails to comply 
with any of the provisions of this Act. or of the lease, or of the regu 
lations issued under this Act and in force and effort on the date of the 
issuance of the lease if the lease is issued under the provisions of 
section 8 hereof, or of the regulations issued under the provisions of 
section 6 (b), clause (2), hereof, if the lease is maintained under the 
provisions of section 6 hereof, such lease may be forfeited and can 
celed by an appropriate proceeding in any United States district court 
having jurisdiction under the provisions of section 4 (b) of this Act.

(c) Rights-of-way through the submerged lands of the outer Con 
tinental Shelf, whether or not such lands are included in a lease main 
tained or issued pursuant to this Act. may be granted by the Secretary 
for pipeline purposes for the transportation of oil, natural gas. sul 
phur, or other mineral under such regulations and upon such condi 
tions as to the application therefor and the survey, location and 
width thereof as may be prescribed by the Secretary, and upon the 
express condition that such oil or gas pipelines shall transport or pur 
chase without discrimination, oil or natural gas produced from said 
submerged lands in the vincinity of the pipeline in such proportionate 
amounts as the Federal Power Commission, in the case of ga.s. and the 
Interstate Commerce Commission, in the case of oil. may. after a full 
hearing with due notice thereof to the interested par'M'S. determine to 
be reasonable, taking into account, among other things, conservation 
nnd the prevention of waste. Failure to comply with the provisions 
of this section or the regulations and conditions prescribed thereunder 
shall be ground for forfeiture of the grant in an appropriate judicial 
proceeding instituted by the United States in any United States dis 
trict, court having jurisdiction under the provisions of section 4 (b) 
of this Act.

(d) (I) Prior to development and product ton. a lessee ahull (submit 
to the Secretary for approval, and to the frovnr-nors of the affected 
coastal State* and the appro pi'!ate re y tonal boards established pursuant 
to the A ct. for renew, a Development and Production Plan (hereinafter 
referred to ax the "plan"}. The plan way apply to more' than one Ica&e..

(2) After enactment of this section no oil and gas lease may "be 
issued pursuant to this Act unless the lease requires that development 
and production, of reserves be carried out in- accordance with- a plan 
'whichmeets the requirements of thin section

(.?) Wit ft respect to leases outstanding on. the date of the enactment- 
of this section, where development and. production, have not yet begun 
on such leases, a proposed development and production plan must be
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submitted to and approved by the Secretary and submitted to the Gov 
ernor of the a fleeted coastal fit ate and appropriate regional boards for 
review in accordance with the provision* of this subsection prior to the 
commencement of development and 'production.

(4) Such plan, shall include, to the extent available at the time of 'its 
submission, but not be limited to, the following information:-

(A) location of the lease area- in reference to other coastal and 
offxhore actiritic.i. including other oil and ga* development 9 or 
potential developments -nearby and "nature and extent of the oil 
and /or gas resources,'

(/?) anticipated location of production- units, offshore and on 
shore support facilities, and rif/hfs-of-way and number of pipe- 
linen and other infrastructure wcesxury to produce, tram port. 
proves*. and distribute oil and <ju* from the lease- urea.;

(C) capacity of onshore facilities and infrastructure at the 
point of entry info a coastal State of the oil or (/us produced within 
the lease area estimated to the extent possible;

(I)) assessment of the -need for new onshore facilities or infra- 
structure that may !>c required to handle the oil or gas produced 
from the lease area, or otherwise to support operations within the 
lease area;

(K) extraordinary geologic conditions or resource values in the 
lease area and/or affected areas of the coastal zone which, may 
require special treatment or precautions to protect the marine or 
co<tstal environment or insure the safe development and produc 
tion from the hate area;

(F) expected rate of development, and production from the 
lease area which shall be consistent with. the requirements of para 
graph (•>) of this subsection:

(0) anticipated productive life of the lease area and the field in 
•which it is located:

(77) certification of the consistency of the projected- develop 
ment and production plan -in. accordance with the provisions of 
section 307 of the Coastal Zone .Management Aft of 1072 (10

(/) *ueh other information as way be required by the Secretary 
to determine environmental. social, or economic impacts of the 
proposed development.

(5) All 'proposed plans shall include a commitment on the part of 
the lessee to produce at a rate no less than the maximum efficient rate 
for the duration of production covered by the plan: Provided. That 
upon a finding by the Secretary that production at such rate would be 
'uneconomical for the lessee or would violate other provision* of this 
Act or for other (jood cause shown, the Secretary shall waive such. 
requirement. The Secretary shall promulgate by regulation guidelines 
for the determination by the lessee of nuch. maximum efficient rate of 
production.

(ft) If the fiewtury determines that the proponed ttlan.mnkes ade 
quate prorision for safe operations on the Outer Continental She.lf. he 
shall tentatively approve those portions of the plan dealing with op- 
c-Mtioax on the- Outer Continental Shelf and transmit it. together with 
any draft environmental impact statement prepared pursuant to sec-
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tion J02(2)(C) of the National Knrironmental Policy Act of J.%f). 
to the Governor* of the affected coastal State*, any appropriate region 
al Outer Continental. Shelf Advisory Hoard, and any appropriate in 
terstate regional entity created under the authority of the Coastal 
Zone Management Act (a* amended), for their review and comment, 
and make the plan, available to the general public not. (CM than, sixty 
day9 prior to public hearings a* provided for by paragraph (7) of 
this subsection. Any such, draff environmental impact statement ahull 
be made available to the public a* noon a* it- i* completed. After such 
tentative approval, the lessee may proceed -with, development on the 
Outer Continental. Shelf in. accordance with the plan-: Provided, how 
ever. That prior to approval- of the plan, the Secretary may require
•modification* pursuant to paragraph (S) of thi* subsection.

(7) The Secretary that/ conduct public hearing* 'fithin. the af 
fected, coastal State* not le,** than, sixty day* prior to approval or dis 
approval of the plan. Sufficient opportunity *hall be provided for rep- 
rcsentatir.es of the affected- State*, local gorernmcnt*. the lessee and 
member* of the public to te*tify. Transcript* of *uch heaving* shall be 
printed and made part of the record, including the comment* of any 
affected State, any regional Ou fer Continental Shelf Advisory Hoard, 
local government, or interstate or regional entity which reviewed the 
plan, '.ind shall- be made available- to the public upon. reque*t.

(8) (A ) The Secretary shall require modification, of a proposed, 
plan, -if he determine* that the lc**ee ha* failed to make adeguate pro 
vision, -fit the plan, for *afe operation* on the lease urea or for protection 
of the marine or coastal environment, 'including protection of the 
coastal zone from avoidable advene -impact*: Prorided. however. That 
the Secretary may wot require any modification which would be •incon 
sistent with, a State f:oa*tal zone wanftf/emenf program approved pur-
*uant to *ection30(; of the Coa*tal Zone Management Act of Jf)72 (Hi 
fS.S.C'. /.^'J.'!) or with- any 'valid e'j;erci*e of authority by the State in- 
voh'cd or any political *ubdiri*ion thereof. The Secretary *hall di*- 
approre a- plan, only (/) •// the le**ee fail* to demonstrate that he can 
comply with the requirement* of thi* Act and other applicable Federal 
If UK. or (2) if becnu*e of extraordinary geologic condition* in. the leaxe 
area, extraordinary resource value* in. the marine or coastal environ 
ment, or other extraordinary circumstance*, the proposed plan can 
not be modi fed to -insure a safe operation.

(/>) The Secretary shall require periodic review of the plan. in. light 
of changes in. available information, and other onshore or offshore 
conditions affecting or impacted by the development and production. 
"Whtn-e the reriew indicate* that the plan should be revised to meet the
-requirement* of this paragraph, the Secretary shall require such re 
vision.

(!)) The Secretary may approre rerisions of an, approred plan if 
he determines that such revision will lead to greater recovery of oil and. 
gas. improve the efficiency, safety, and environmental protection, of 
the recovery operation, or is the only -means available to avoid sub 
stantial economic hardship on. the lessee, to the extent consistent with, 
protection of the marine and coastal enrironmen/s. Any rerision. of an 
approred plan, which the Secretary deem* to be significant must be 
reviewed as provided in paragraphs (C} and (7") of thi* subsection.
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(JO) Failure to comply -with, an. approved plan shall terminate 
the lease.

(e) After the date of enactment of this section, holders of oil 
and gas leases issued pursuant to this Act shall -not be permitted to 
flaw -natural (/as from, any well unless the Secretary finds that there 
is no practicable way to obtain- production or to conduct letting or 
•workover operations without flaring.

(/) After the date of enactment of this section, all -new leases 
issued, pursuant to this Act and, to the extent legally permissible, 
all existing leases so issued shall require, as a condition to such lease, 
that the lessee shall design and immediately implement an explora 
tory, development and production program to obtain maximum 
efficient rates of production from the lands subject to such lease as 
xoon as practicable.

SKC. (>. MAIXTKXAXCK OK LKASKS OX Ob'TKK CoXTIXKXTAI, SltKLF.—
(a) The provisions of this section shall apply to any mineral lease 
covering submerged lands of the outer Continental Shell issued by 
any State (including any extension, renewal, or replacement thereof 
heretofore granted pursuant to such lease or under the laws of such 
State) if—'

(1) such lease, or a true copy thereof, is filed with the Secretary 
by the lessee or his duly authorized agent within ninety days from 
the effective date of this Act, or within such further period or 
periods sis provided in section 7 hereof or as may be fixed from 
time to time by the Secretary;

(2) such lease was issued prior to December 21,1048, and would 
have been on June f>. 1950, in force and effect in accprdanme with 
its terms and provisions and the law of the State issuing it had 
the State had authority to issue such lease;

(3) there is filed with the Secretary, within the period or 
periods specified in paragraph (1) in this subsection, (A) a 
certificate issued by the State official or agency having jurisdic 
tion over such least*, stating that it would Have been in force and 
effect as required by the provisions of paragraph (2) of this 
subsection, or (B) in the absence of such certificate, evidence 
in the form of affidavits, receipts, canceled checks, or other docu 
ments that, may be required by the Secretary, sufficient to prove 
that such lease, would have been so in force and effect;

(4) except as otherwise provided in section 7 hereof, all rents, 
royalties, and other sums payable under such lease between June 5, 
lJ)f>0. and the effective date of 1 his Act, which have not been paid 
in accordance with the provisions thereof, or to the Secretary or to 
the Secretary of the Navy, are paid to the Secretary within the 
jMu-iod or periods specified in paragraph (1) of this subsection, 
and all rents, royalities, and other sums payable under such lease 
after the effective date of this Act, are paid to the Secretary, who 
shall deposit such payments in the Treasury in accordance with 
section 9 of this Act-;

(5) the holder of such lease certifies that such lease shall con 
tinue to be subject to the overriding royalty obligations existing 
on tho effective date of this Act;
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(0) such lease was not obtained by fraud or misrepresentation;
(7) such lease, if issued on or after June 23, 1047, was issued 

upon the basis of competitive bidding;
(8) such lease provides for a royalty to the lessor on oil and gas 

of not less than 121/2 I*- 1' centum and on sulphur of not less than 
5 per centum in amount or value of the production saved, removed, 
or sold from the lease, or. in any case in which the lease provides 
for a lesser royalty, the holder thereof consents in writing, filed 
with the Secretary, to the increase of the royalty to the minimum 
herein specified;

(0) the holder thereof pays to the Secretary within the period 
or periods specified in paragraph (1) of this subsection an 
amount equivalent to any severance, gross production, or occu 
pation taxes imposed by the State issuing the lease on the produc 
tion from the lease, less the State's royalty interest in such 
production, between'June 5, 1050. and the effective date of this 
Act and not heretofore paid to the State, and thereafter pays to 
the Secretary «s an additional royalty on the production from the 
lease, less the United States' royalty interest in such production, a 
sum of money equal to the amount of the severance, gross produc 
tion, or occupation taxes which would have lx>cn payable on such 
production to the State issuing the lease under its laws as they 
existed on the effective date of this Act;

(10) such lease will terminate within a period of not more 
than live years from the effective date of this Act in the absence 
of production or operations for drilling, or, in any case in which 
the lease provides for a longer period, the holder thereof consents 
in writing, filed with the Secretary, to the reduction of such period 
so that it will not exceed the maximum period herein sj)ecified; 
and

(11) the holder of such lease furnishes such surety bond, if 
anyfras the Secretary may require and complies with such other 
reasonable requirements as the Secretary may deem necessary to 
protect the interests of the United States.

(b) Any |xsrson holding a mineral lease, which as determined by 
the Secretary meets the requirements of subsection (a) of this section, 
may continue to maintain such lease, and may conduct operations 
thereunder, in accordance with (1) its provisions as to the area, the 
minerals covered, rentals and, subject to the provisions of paragraphs 
(8), (0) and (10) of subsection (a) of this sect ion, as to royalties and 
as to the term thereof and of any extensions, renewals, or replacements 
authorized therein or heretofore authorized by the laws of the State 
issuing such lease, or, if oil or gas was not being produced in paying 
quantities from such lease on or before December 11,1050, or if pro 
duction in paying quantities has ceased since June 5. 1050, or if the 
primary term of such lease has expired since December 11. 1050, then 
for a term from the effective date hereof equal to the term remaining 
unexpired on December 11. 1050, under the provisions of such lease 
or any extensions, renewals, or replacements authorized therein, or 
heretofore authorized by the-laws of such State, and (2) such regula 
tions as the Secretary may under section 5 of this Act prescribe within 
ninety days after making his determination that such lease meets the
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requirements of subsection (a) of this section: Provided, however, 
That any rights to sulphur under any lease maintained under the pro 
visions of this subsection shall not extend beyond the primary term 
of such lease or any extension thereof under the provisions of such 
subsection (b) unless sulphur is being produced in paying quantities 
or drilling, well reworking, plant construction, or other operations 
for the production of sulphur, as approved by the Secretary, are being 
conducted on the area covered by such lease on the date ot expiration 
of such primary term or extension: Provided, further, That if sulphur 
is b^ng produced in paying quantities on such date, then such rights 
shall continue to be maintained in accordance with such lease ana the 
provisions of this Act: Provided further. That, if the primary term of 
a lease being maintained under subsection (b) hereof has expired prior 
to the effective date of this Act and oil or gas is being produced in pay 
ing quantities on such date, then such rights to sulphur as the lessee 
may have under such lease shall continue for twenty-four months from 
the effective date of this Act and as long thereafter as sulphur is pro 
duced in paying quantities, or drilling, well working, plant construc 
tion, or other operations for the production of sulphur, as approval 
by the Secretary, are being conducted on the area covered by the lease.

(c) The permission granted in subsection (b) of this section shall 
not be construed to be a waiver of such claims, if any, as the United 
States may have against, the lessor or the lessee or any other person 
respecting sums payable or paid for or under the lease, or respecting 
activities conducted tinder the leai , prior to the effective date of this 
Act.

(d) Any person complaining of a negative determination by the 
Secretary of thu Interior under this section may have such determina 
tion reviewed by the United States District Court for the District of 
Columbia by filing a petition for review within sixty days after receiv 
ing notice of such action by the Secretary.

'(e.) In the event any lease maintained under this section covers lands 
beneath navigable waters, as that term is used in the Submerged Lands 
Act. as well as lands of the outer Continental Shelf, the provisions of 
this section shall apply to such lease only insofar as it covers lands of 
the outer Continental Shelf.

S>x;. 7. CONTROVKUSY OvKit JURISDICTION.—In the event of a contro 
versy Ixjtwccn the United States and a State as to whether or not, 
lands are subject to the provisions of this Act, the Secretary is author 
ized, notwithstanding the provisions of subsections (a) and (b) of 
section (5 of this Act, and with the concurrence of the Attorney Gen 
eral of the United States, to negotiate and enter into agreements with 
the State, its political subdivision or grantee or a lessee thereof, 
respecting operations under existing mineral leases and payment and 
impounding of rents, royalties, and other sums payable thereunder, or 
with the State, its political subdivision or grantee.' respecting the issu 
ance or nonissuance of new mineral leases pending the settlement or 
adjudication of the controversy. The authorization contained in the 
preceding sentence of this section shall not be construed to be a limi 
tation upon the authority conferred on the Secretary in other sections 
of this Act. Payments made pursuant to such agreement, or pursu 
ant to any stipulation between the United States and a State, shall be
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considered as compliance with section 6(a) (4) hereof. Upon the 
termination of such agreement or stipulation by reason of the final 
settlement or adjudication of such controversy, if the lands subject 
to any mineral lease are determined to be in whole or in part lands 
subject to the provisions of this Act, the lessee, if he has not already 
done so, shall comply with the requirements of section 6 (a), and 
thereupon the provisions of section 6 (b) shall govern such lease. 
The notice concerning "Oil and Gas Operations in the Submerged 
Coastal Lands of the Gulf of Mexico" issued by the Secretary on 
Dccemlxjr'll, 1950 (15 F. R. 8835), as amended by the notice elated

(17 F. R. 5833), and December 24.1052 (18 F. R. 48), respectively, is 
hereby approved and confirmed.

SEC. 8. LKASIXC OF OUTKR COXTIXKXTAL SIIKI.F.—[(a) In order to 
meet the urgent need for further exploration and development of the 
oil and gas deposits of the submerged lands of the outer Continental 
Shelf, the Secretary is authorized to grant to the highest responsible 
qualified bidder by competitive bidding under regulations promulgated 
in advance, oil and gas leases on submerged lands of the outer Conti 
nental Shelf which are not covered by least's meeting the requirements 
of subsection (a) of section 0 of this Act. The bidding shall be (1) 
by sealed bids, and (2) at the discretion of the Secretary, on the basis 
of a cash bonus with a royalty fixed by the Secretary at not less than 
12i/> per centum in amount or value of the production saved, removed 
or sold, or on the basis of royalty, but at not less than the per centum 
above mentioned, with a cash bonus fixed by the Secretary.

[(b) An oil and gas lease issued by the Secretary pursuant to this 
section shall (!) cover a compact area not exceeding five thousand 
seven hundred and sixty acres, as the Secretary may determine, (2) 
l>e for a period of five years and as long thereafter as oil or gas may l>c 
produced from the area in paying quantities, or drilling or well re 
working operations as approved by the Secretary are conducted 
thereon. (3) require the payment of a royalty of not less than 12i/> 
per centum, in the amount or value of the production saved, removed, 
or sold from the lease, and (4) contain such rental provisions and such 
other terms and provisions as the Secretary may prescribe at the time 
of offering the area for lease.)

(a) The Secretary i* authorized to nrunt to the highest rexponxillc. 
(nullified "bidder ly corn-petit ire liddina tinder rea illation* pronntl- 
fin ted in advance oil and- t/ax leaxex on xulmeraed lands of t\he. Outer 
Continental Shelf which are not cowed Iv leaaex meetinn the rcnuire- 
me-nt* of xulxection. (a^ of section C> of thix Act. The lidding shall fa •

(1) by tealed. lid:
(2) at. the discretion of the Secret urn. on the, laxix of— 
(A) caxh lonvx "bid with a ro»alhi fixed In th<> Secretary at uot 

lets than 10% par centum, in amount, or value of the produc 
tion xai'ed. removed, or told;

(B) variable, royalty lid laxed on a percent urn of the pro 
duction xa.red. removed* or xold with a caxh lonust ax deter 
mined ly the Secretary,'
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(C) cash- bonus bid with diminishing or sliding royalty 
bused on- such formulae as the Secretary shall determine as 
equitable 'to encourage continued, production from the lease 
as resources diminish, but not less than 16% per centum in 
amount or value of the production, saved, removed, or sold at 
the beginning of the lease period;

(D) cash bonus bid with a- fixed- share of the net profits 
derived from operation- of the tract of no less than 60 per 
centwureservea to the United States;

(/?) fixed cash, bonus with the net profit share reserved to 
the United States as the bid variable,'

(F) cash bonus with a- royalty fixed by the Secretary at 
not less than 16% per centum- in amount or value of the pro 
duction saved, removed, or sold and a- per centum, share of 
net profits derived from the production of oil and ga« pro 
duced from the lease ; or

(G) cash bonus bids for 1 per centum shares of an- undi 
vided working interest in, the exploration ar.d development of 
a- large area, such shares to be aioarded on the basis of the 
value of the bid per share, with a fixed share of the net profits 
derived from, the lease to be determined by the Secretary, 
but not to be less than 60 per centum, of svch net profits, re 
served to the United States;

(//) cash bonus bids for I per centum shares of an undi 
vided working interest m the exploration and development 
of a- lease area, svch ohares to be awarded on. the basis of the 
value of the bid per share, and with a- diminishing or sliding 
share of the net profits derived from the lease reserved- to the 
United States, based on such formulae as the Secretary shall 
determine as equitable to encourage continued production 
from the lease as resources diminish and/or costs of produc 
tion increase and to emure that the cumulative value of the 
share reserved to the United States not be less than 50 per 
centum of the cumulative value of the profits from- the lease;

(/) a- proposed exploration, program- for the area- to be 
leased described in terms of specific ctivities to be undertaken, 
or amounts of -money to be spent with a royalty fixed by the 
Secretary at not less than. 16% per centum- in amount or value 
of the products saved, removed, or sold, or with a fixed share 
of the -net profits derived from the lease to be determined by 
the Secretary, but not to be less than 60 per centum- of such 
>n;t profits, reserved- to the United States;

(•/) royalty based on a percentage of the production (saved, 
remoi-cd, or sold, or net profit share reserved- to the United- 
X tut ex ax the bid- variable with-a cash bonus fixed- by the 
Secretary in an. umoutit which he estimates 'mould, pay for 
an add/wite exploratory drilling program on the tract to be 
leased: Provided, however. That Jtuch royalty shall not be 
less than 16% per centum in amount or value of the produc 
tion saved, removed, or sold and truch -net profit share shall 
not be less than 60 per centum of such -net profit. The Secre 
tary xhull deposit in an interest-bearing escrow account any 
cash bonus received- pursuant, to this subparagraph and shall
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grant to the lessee of any area- hated pursuant to this sub- 
paragraph such amounts of such, funds an the lessee, may 
need to finance the cost of exploratory drilling on the lease 
areas: Provided, however. That -no grants shall be made in. 
excexs of the cash bonus received for the hosed area, and- the 
interest accrued, thereon: Provided, further^ That the pay 
ment of the cash, bonus may be deferred according to a- sched 
ule announced at the time the tract is put out for lease, but 
such payment shall be made -within three years from the date 
of the lease sale.

(3) The net profit share to be paid to the United States as 
provided, in- subparagraphs (/?), (E). (F). (0). and (//) of 
paragraph (2) of this subsection shall be determined individually 
for each lease area, and shall be published- in the Federal Register 
not less thmininety days before the lease sale.

(4) The Secretary shall by regulation, establish, accounting 
procedures and standards to govern, the calculation of the net 
profits. Such regulation shall include a, capital recovery plan 
bated upon, a reasonable rate of interest and a- reasonable period 
of recovery, In the event of any dispute bewcen the limited States 
and- a lessee concerning the calculation of the net profits, the bur 
den, of proof shall be on- the lessee. The accounting procedures 
shall provide for the deduction of appropriate overhead expenses 
and general administrative expenses of a lessee which, are attribut 
able to the support of activities performed on the lease area, in 
question.

(5) The United States shall be considered- a- nonvoting party 
to any joi-nt working group formed pursuant to subparagraphs 
(G-) and (H) of paragraph (2) of this subsection- for the pur 
pose of participating in the management of the joint exploratory 
and development venture: Provided^ however. That the United 
States shall- not contribute any operating funds for the explora 
tion, and development of a- lease other than the matching grants 
authorized by paragraph (10) of this section. The Secretary shall 
represent the United States for the purposes of this paragraph. 
The Secretary shall establish standards and procedures for selec 
tion of operators for any joint working group.

(tf) The Secretary shall utilize the bidding alternative from 
among those authorized by this section so as to accomplish the 
objectives of this Act. considering both the overall national in 
terest and equity among the interested parties: Provided, how- 
eror, That the cash bonus bid with royalty fixed by the Secretary 
itymtem- authorized, by mtbparagraph (A) of paragraph (2) of 
thi* ttubxpction tthall not be applied to more than 50 per centum 
of the area offered for lease each year -in the region* where there 
has been no previous development- of oil and ytix: And provided 
further. That wbwtfuent- to pannage of thin Act, a xtudy will be 
initiated of the benefit* and costs associated with conducting lease 
Kales using the undivided working interest cash bonus bid systems 
authorized by ftubparagraphft (ff) and (II) of paragraph (2) 
of this subsection. These systems shall be analyzed in term* of 
their ability to accomplish the objectives of this Act. considering
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both the overall national interest and equity among the interested 
parties. One of the systems authorized by subparagraphs (G) 
and (//). and one alternative system, shall be tested at sales held 
in an area, previously undeveloped for oil and gas during the -first 
year after enactment of this Act and an additional test of one of 
such systems and one other alternative system, shall be conducted 
at sales held within one year after the first such fasts. The results 
of such tests shall be incorporated into an overall analysis of these 
systems and this analysis shall be provided to Congress no later 
than twelve months after the sale date. If. during the first year 
following enactment of this Act. the Secretary finds that com 
pliance with the limitations on use of the leasing system authorized' 
by subparagraph (A) of paragraph (2) of this subsection would 
delay development of the oil and gas resources of the Outer Con 
tinental Shelf, he may exceed that limitation after he submits 
to the /Senate and fl'&use of Representatives a- report stating 
his finding and- the reasons therefor. //, in any year following the 
first year after enactment of this Act, the Secretary finds com 
pliance with such limitation.-would delay development of such re 
sources, he shall submit to the Senate and. House of Representa 
tives a report stating his finding and the reasons therefor. If either 
the Senate or House of Representatives passes a resolution, of dis 
approval of the Secretary's finding •within thirty days after receipt 
of such report (not including days when Congress is not in session) 
such limitation shallnot be exceeded.

(7) The United- States shall have the right to purchase up to 
W-/:\ per centum by 'volume of the annual production, of hydro 
carbons from a lease at fair market value at the wellhead of the oil 
and/or gas (as may be the case) saved, removed, or sold. The 
lessees of any joint working group of successful bidders under 
subparagraph (ft) or (II) 'of paragraph (2) of this subsection 
shall have the right to purchase shares of the remaining produc 
tion- in proportion, to their shares in the joint working group, at 
fair market value at the wellhead of the oil and/or gas (as may 
the case) saved, removed, or sold.

(8) Joint bids shall not be permitted under the undivided 
working interest tca*h bonus bid- system pursuant to subparagraph 
(0) or (II) of paragraph (2) of this subsection.

(9) The Secretary shall deposit in an interest-bearing escrow 
account the working interest- cash bonuses received from each lease 
sold under the provisions of subparagraphs (ft) and (II) of para 
graph (2) of this ftiibscction for the purpose of providing working 
capital for exploratory drilling on the lease sales pursuant- to 
paragraph (!)) of this xubsection.

(10) The Secretary is authorized and directed, to grant .,j the 
operating lessee or lettuces of any joint working group of success 
fulbidders under xubpuru graph ft (ft) and. (II) of paragraph (2) 
of this ftubxection xwh funds an may be needed to finance 50 per 
centum of the cost of exploratory drilling on the lease areas as 
such costs accrue. Such matching grants shall be paid from the 
proceeds of the working interest cash bonus bid* for each lease 
sale: Provided, howerer. That no grants shall be made in excess
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of the total'working interest cash bonmes received for the respec 
tive lease sale. Funds from the 'working interest cash bonus bids 
remaining at the completion of exploratory drilling shall be de 
posited' in the Treasury of the United States.

(b) An oil and gas lease issued, pursuant to this section shaJl (1) 
cover an, area designated, by the Secretary on. the basis of entire geolog 
ical structures or traps^ to the maximum, extent practicable,' or 
(2) coin-prise a reasonable, economic production unit as determined 
by the Secretary; (3) be for a, period of (i) five years or (ii) for up to 
ten. years where the Secretary deems such longer period -necessary to 
encourage exploration, and development injireas for unusually deep
•muter or adverse weather conditions and as long thereafter as oil or 
gas may be prodded from the area in paying quantities, or drilling or
•well reworking operatio-ns as approved by the Secretary are conducted 
thereon: (4) require the payment of'value as determined by one of the 
bidding procedures set out in subsection (a) of this section; (5) entitled 
the lessee to explore, develop, and produce the oil and gas resources 
contained within the lease areas: Provided, however, That such 'devel 
opment and production is conditioned upon approval of the develop 
ment and. production- plan required by section 5 of this Act; find 
(6) contain such rental provisions and such- other terms and provisions 
as the Secretary may prescribe at the time of offering the area for 
lease.

(c) In order to meet the urgent need for further exploration and 
development of the sulphur deposits in the submerged lands of the 
Outer Continental Shelf, the Secretary is authorized to grunt to the 
qualified persons offering the highest cash bonuses on a basis of com 
petitive bidding sulphur leases on submerged lands of the Outer Con 
tinental Shelf, which arc not covered by leases which include sulphur 
and meet the requirements of subsection (n) of section 6 of this Act, 
and which sulphur leases shall be offered for bid by sealed bids and 
granted on separate leases from oil and gas leases, and for a separate 
consideration, and without priority or preference accorded to oil and 
gas lessees on the same area.

(d) A sulphur lease issued by the Secretary pursuant to this section 
shall (1) cover an area of such size and dimensions as the Secretary 
may determine, (2) be for a period of not more than (en years and so 
long thereafter as sulphur may be produced from the area in paying 
quantities or drilling, well reworking) plant construction, or other 
operations for the production of sulphur, as approved by the Secre 
tary, arc conducted thereon, (3) require the payment to the United 
States of such royalty as may be specified in the lease but not. less than 
a per centum of the gross production or value of the sulphur at the 
wellhead, and (4) contain such rental provisions and such other terms 
and provisions as the Secretary may by regulation prescribe at the 
time of offering the area for lease.

(e) The Secretary is authorized to grant to the qualified persons 
offering the highest cash (Minuses on a basis of competitive bidding 
leases of any mineral other than oil. gas. and sulphur in any area of the 
outer Continental Shelf not then under lease for such mineral upon 
such royalty, rental, and other terms and conditions as the Secretary 
may prescribe at t he time of offering the area for lease.
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(f) Notice of sale of leases, and the terms of bidding, authorized 
by this section shall be published at least thirty days before the date 
of sale in accordance with rules and regulations promulgated by the 
Secretary.

(g) AH moneys paid to the Secretary for or under leases granted 
pursuant to this section shall be deposited in the Treasury in accord 
ance with section 0 of this Act. *

(h) The issuance of any lease by the Secretary pursuant to this 
Act, or the making of any interim arrangements by the Secretary 
pursuant to section 7 of this Act shall not prejudice the ultimate 
settlement or adjudication of the question whether or not the area 
involved is in the outer Continental Shelf.

(1) The Secretary may cancel any lease obtained by fraud or mis 
representation.

(j) Any person complaining of a cancellation of a lease by the 
Secretary may have the Secretary's action reviewed in the TJnited 
States District Court for the District of Columbia by filing a petition 
for review within sixty days after the Secretary takes such action.

(k) (J) Upon commencement of production of oil from- any lease, 
issued after the effective date of this subsection, the Secretary shall 
offer to the public and sell by competitive bidding for not less than 
its fair market value, in .fitch- amounts and for such term* ax ha dc 
termines, that proportion of the oil produced- from said lease wh.: 
in due to the United- States as royalty or net profit share oil. The Secre 
tary shall limit participation in such sales where he finds ftuch limita- 
tation necessary to assure adequate supplies of oil at equitable prices 
to independent refiners. In the event that the Secretary Umit% partici 
pation in such, sales, he shall sell such oil at an equitable price. The les 
see shall take nay such royalty oil for which no acceptable bids are 
received- and shall pay to the United States a cash royalty equal to it* 
fair market value, but in no event shall such royalty be, less tlmn the 
fair market value.

(2) In the event that net profit share oil produced under an un 
divided working interest cash bonus bid system pursuant to subpara- 
graphs (G) and (//), paragraph (2) of subsection (a) of section 8 
of thin Act as amended is told back, to the lessees, each party to the 
joint working group shall be eligible to purchase pro rata share ac 
cording to its per centum working interest.

SKC.'D. DISI-OMTIOX OK RKVKXUKS.—All rentals, royalties, and other 
sums paid to the Secretary or the Secretary of the Navy under any 
lease on the outer Continental Shelf for the'period from June 5,1950, 
to date, and thereafter shall be deposited in tho Treasury of the 
I'n i ted States and credited to miscellaneous receipts.

Sw. 10. RKFTXI>S.—(a) Subject to the pro visions of subsect ion (b) 
hereof, when it appears to the satisfaction of the Secretary that any 
IHM-SOU has made a payment to the United States in connection with 
any lease under this Act in excess of the amount he was lawfully 
required to pay, such excess shall Ix? repaid without interest to such 
person or his le«al representative, if a request for repayment of such 
excess is filed with the Secretary within two years after the making 
of the. payment, or within ninety days after the effective date of this 
Act. The.'Secretary shall certify the'amounts of all such repayments 
to tho Sccretarv of the Treasury, who is authorized and directed to
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make such repayments out of any moneys in the special account estab 
lished under section 9 of this Act and to issue his warrant in settle 
ment thereof.

(b) No refund of or credit for such excess payment shall be made 
until after the expiration of thirty days from the. date upon which a 
report giving the name of the person to whom the refund or credit is 
to be made, the amount of such refund or credit, and a summary of the 
facts upon which the determination of the Secretary was made is sub 
mitted to the President of the- Senate and the Speaker of the House of 
Representatives for transmittal to the appropriate legislative commit 
tee of each body, respectively: Provided. That if the Congress shall! 
not be in session on the date of such submission, or shall adjourn prior 
(o the expiration of thirty days from the date of such submission, then 
such payment or credit shall not. be made until thirty days after the 
opening day of the next succeeding session of Congress.

SKC. 11. GJKOi-ooiCAi, AXD GKOPHYSIC.U, EXPLORATION'S.—[Any agency 
of the. United States and any person authorized by the Secretary may 
conduct, geological and geophysical explorations in the outer Conti 
nental Shelf, which do not interfere with or endanger actual opera 
tions under any lease maintained or granted pursuant to this Act, and 
which arc not unduly harmful to aquatic life in such area.] No person, 
thall conduct' any type of geological or geophysical exploration* in the 
Outer Continental Shelf -without a permit issued by the Secretary. 
Each- such, permit shall contain term* and condition* designed to (J) 
•prevent interference with- actual operations under any lease maintained 
or granted pursuant to this Act,' (2) prevent or minimize environmen 
tal damage; and (3) require the permittee to furnish, the Secretary 
with, copies of all data, (including geological, geophysical, and geo- 
chcmical data, well log*, and drill core analyses) obtained during such, 
exploration. The Secretary shall maintain the confidentiality of all 
data 90 obtained, until after the areas involved- hare l>een. leased' under 
this Act or until such time as he determines that making the data 
available to the public would not damage the competitive position of 
the permittee^ whichever comes later.

SKC. 12. RESERVATIONS.—(a) The President of the United States 
may. from time to time, withdraw from disposition any of the un- 
leascd lands of the outer Continental Shelf.

(b) In time of war, or when the President shall so prescribe, the 
United States shall have the right of first refusal to purchase at the 
market price all or any portion of any mineral produced from the 
outer Continental Shelf.

(c) All leases issued under this Act, and leases, the maintenance and 
operation of which are authorized under this Act. shall contain or be 
construed to contain a provision whereby authority is vested in the 
Secretary, upon a recommendation of the Secretary of Defense, dur 
ing a state of war or national emergency declared by the Congress or 
the President of the United States after the effective date of this Act, 
to suspend operations under any lease; and all such leases shall con* 
tain or l>e construed to contain provisions for the payment of just 
compensation to the lessee whose operations are thus suspended.

(d) The United States reserves and retains the right to designate by 
and through the Secretary of Defense, with the approval of the



President, as areas restricted from exploration and operation that part 
of the outer Continental Shelf needed for national defense; and so long 
as such designation remains in effect no exploration or operations may 
be conducted on any part of the surface of such area except with the 
concurrence of the Secretary of Defense; and if operations or produc 
tion under any lease theretofore issued on lands within any such 
restricted area shall be suspended, any payment of rentals, minimum 
royalty, and royalty prescribed by such lease likewise shall be sus 
pended during such period of suspension of operation and production, 
and the term of such lease shall be extended by adding thereto any such 
suspension period, and the United States shall be liable to the lessee 
for such compensation as is required to be paid under the Constitution 
of the United States.

(e) All uranium, thoriunjfc and all other materials determined pur 
suant to paragraph (1) of subsection (b) of section 5 of the Atomic 
Energy Act of 1946, as amended, to be peculiarly essential to the 
production of fissionable material, contained, in whatever concentra 
tion, in deposits in the subsoil or seabed of the outer Continental Shelf 
are hereby reserved for the use of the United States.

(f) The United States reserves and retains the ownership of and the 
right to extract all helium, under such rules and regulations as shall be 
prescrilxid by the Secretary, contained in gas produced from any por 
tion of the outer Continental Shelf which may be subject to any lease 
maintained or granted pursuant to this Act, but the helium shall be 
extracted from such gas so as to cause no substantial delay in the 
delivery of eas produced to the purchaser of such gas.

SKC. 13. NAVAL PETROLEUM RKSERVK EXECUTIVE OKI>KR REPEALED.— 
Executive Order Numbered 10426. dated January 16. 1953, entitled 
"Setting Aside Submerged Lands of the Continental Shelf as a Naval 
Petroleum Reserve", is hereby revoked.

SKC. 14. PRIOK CLAIMS Nor AFFECTED.—Nothing herein contained 
shall affect such rights, if any, as may have taen acquired under any 
law of the United States bv any person in lands subject to this Act 
and such rights, if any, shall be governed by the law in effect at the 
time they may have been acquired: Provided, however. That nothing 
herein contained is intended or shall be construed as a finding, inter 
pretation, or construction by the Congress that the law under which 
such rights may bo claimed in fact, applies to the lands subject to this 
Act or authorizes or compels the granting of such rights in such lands, 
and that the determination of the applicability or effect of such law 
shall be unaffected by anything herein contained.

5SKC. 15. REPORT MY SECRETARY.—As soon as practicable after the 
of each fiscal year, the Secretary shall submit to the President of 

the Senate and the Speaker of the House of Representatives a report 
detailing the amounts of all moneys received and expended in connec 
tion with the administration of this Act during the preceding fiscal 
year.J

A\.\'VAI. KKI'OKT HY SKCKKTARY TO COSGKKSS

RKU. It"). Within nix month* after the end of earh fiscal year, the 
Secretary shall submit, to the President of the Senate and the Speaker 
of the House of Representative* a. report on, the leasing and produc 
tion program in the Outer Continental Shdf during such, fiscal year,
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including a detailing of all moneys received and expended, and of all 
leasing, development, and production activities/ a summary of man 
agement, supervision, and enforcement activities/ a summary of grants 
made from the Coastal State Fund; and recommendations to the Con 
gress for improvements in management, safety and amount of produc 
tion in leasing and operations in the Outer Continental Shelf and for 
resolution of jurisdictional conflicts or ambiguities.

SEC. 16. APPROPRIATIONS.—There is hereby authorized to be appro 
priated such sums as may be necessary to carry out the provisions of 
tliis Act.

SEC. 17. SEPARABILITY.—If any provision of this Act, or any section, 
subsection, sentence, clause, phrase or individual word, or the appli 
cation thereof to any person or circumstance is held invalid, the 
validity of the remainder of the Act and of the application of any such 
provision, section, subsection, sentence, clause, phrase or individual 
word to other persons and circumstances shall not be affected thereby.

nKVKLOPJtKKT OF OUTKIl COXTIXKffTAl. SIIKLF LKASllfG 1'KOGRASt

SKC. 18. (a) The Secretary is authorized and directed to prepare 
and maintain a leasing program to implement the policy set forth in 
sections of this Act. The leasing program shall indicate as precisely a* 
possible the size, timing, and location of leasing activity that will beM 
meet national energy needs for the five-year period following its 
approval or rcapproval in a manner consistent with the following 
principles:

(1) management of the Outer Continental Shelf in a manner 
which considers all of the economic, social, and, environmental 
values of the renewable and nonrenewable resources contained 
therein, and the potential impact of oil and gas exploration and 
development on these values of the Outer Continental Shelf and 
the marine and coastal environments ;

(2) timing and location of leasing to distribute exploration, 
development, and production, of oil and gas among various areas 
of the Outer Continental Shelf, considering:

(A) existing information concerning their geographical, 
geological, and-ecological characteristics;

(7?) tJ'rir location with respect To. and relative needs of. 
regional energy markets ;

(7?) their location with respect to. and relative needs of, 
regional energy markets;

(0) their location with respect to other uses of the sea and 
seabed including fisheries, ivtracwstal navigation, existing or 
proposed sea lanes, potential sites of dcepwater ports, and 
other existing or potential uses of the resources and space in 
the Outer Continental Shelf:

(D) interest by potential- oil and gas producers in explora 
tion and development as indicated by tract nominations and- 
other representations;

(/?) an emtitable sharing of developmental benefits and en 
vironmental risks among various regions of the United States; 
and
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(F) lawt, goals, and policies of the affected and adjacent 
cooJital Stoics;

(3) timing and location of leasing so that areas with the great- 
est potential for environmental damage and impact on the coastal 
zone are hated last, to the maximum extent practicable, consistent 
with the /Secretary's determination of national needs.

(4) receipt of fair market return for public resources.
(b) The program shall include estimates of the appropriations and 

staffing required by all Federal agencies and programs necessary to— 
(/) conduct such geophysical exploration authorized by section 

10 of this A ct as way be deemed necessary;
(2) obtain, resource information and any other information 

needed to prepare the leasing program required by this section;
(3) analyze and interpret any data- and other information 

which may be compiled under the authority of thi* A ct;
(4) conduct environmental baseline studies and prepare any 

environmental impact statement required in accordance with sec 
tion 102(2) ((') of the National Environmental Policy Act ofJM!) 
(83 3 tat. 852,' & UJS.C. 4-321 et seq.) / and

(•5) supervise operations under each lease in the manner nec 
essary to assure compliance -with the requirements of the law, the 
regulations and the terms of the lease.

(c) The environmental impact statement on. the leasing program 
prepared in accordance with, section J02(2) (C) of the National En 
vironmental Policy Act of 1Q69, shall include, but shall not be limited 
to, an assessment oy the Secretary of the relative significance of the 
probable oil and gas resources of each area proposed to be offered for 
lease in meeting national demands, the most likely rate of exploration 
and development that is expected to occur if the areas arc leased, and 
the relative environmental hazard of each. area. Such environmental 
impact statement shall be based on consideration, of the following 
factors, without being limited thereto: geological and geophysical 
conditions, biological data on existing animal, marine, and plant life, 
apd commercial and recreational uses of nearby land and water arecs.

(d) The Secretary shall, by regulation, establish- procedures for 
receipt and consideration of nominations for urea* to be offered for 
lease or to be excluded from leading, for public notice of and partici 
pation in development of the leasing program, for review by State and 
local government* which may be impacted by the proposed leading, 
and for coordination of the program, with the management program 
being developed by any State for approval pursuant to action 905 
of the f'ouMtal Zone Management Act of 3972 and to ttxirure contitteney 
with the management program of any State which haa been approved 
pursuant to section 300 of such Act. These procedure* shall be appli 
cable to any revision or reapproval of the hating program.

(e) The Secretary »htill publish a proposed leasing program- in the 
Federal Register and submit it to the Congre** together with a draft 
environmental invpatst statement- within -nine months after enactment, 
of thit action. At- If ant sixty days prior to approving a proposed 
learing program the Secretary shall tubmit it to the Preritfent and 
the Congre*tt together with any comment* received froni State and 
local government*, and from- any regional Outer Continental Shelf



advisory board established by scat-ton 30 of this Act. Such submission 
shall indicate -why any specific recommendation* of a- State or local 
government of regional advisory boanl were not accepted.

(/) After the leaning -program, has been approved by the Secretary 
or after June 30,1977, 'whichever comes first, no leases under this Act 
may be 'issued unless they are for areas included in the approved 
leasing program.

(ff) The Secretary may revise, and rcapprove the /casing program 
at. any time and he must rroiew and rea-pproi'c the leasing program, 
at least once each year.

(h) The Secretary is authorized to obtain from public sources, or 
to purchase from private sources, any surveys, data, reports, or other 
information (including interpretation* of such data, surveys, reports, 
or other information) which may be -necessary to assist him in pre 
paring environmental impact- statements and making other evaluations 
required by this Act. The Secretary shall maintain the confidentiality 
of all proprietary data or information for such period of time as is 
agreed to by the parties.

(i) The heads of all Federal departments or agencies are authorized 
and directed to provide the Secretary with any nonproprietary infor 
mation, he requests to assist him- in preparing the leasing prfajram. In 
addition, the Secretary in authorized and directed to utilize the exist 
ing capabilities and resources of other Federal departments and agen 
cies by appropriate agreement.

FKDKKAt. OUTKK CO.\TI.\KXTAL SIIKLP OU. .I.Vfl GAS I.\FOKSIA TIOS PROGRAM

SKC. 19. (a) The Secretary in authorized and directed to conduct an 
information gathering program regarding oil and gas resources of the 
Outer Continental Shelf. This program. ahall be designed to provide 
information about the probable locution, intent, and characteristics of 
tuck resource* including, but not limited to. the, probable geographical 
extent of any structure or trap, in order to provide a- basis for (/) 
development, and revision of the leasing program, required by section 
18 of thin Act, (2) greater and better informed com-jtetithe interest by 
potential, producers in the oil and gas resource* of the Outer Continen 
tal Shelf, (3) mow -informed decisions regarding the value of public 
resources and revenues to be expected from- leasing them, and (4) 
(insisting State and local governmental agencies in assessing the likefy 
hn/w;t9 of the development of such public resources.

(b) The Secretary is authorized to contract, for. or purchase the 
result* of or, where the required information i* -not available from 
commercial source*, conduct *eifsmic, geomagnetic* gravitational, geo 
physical, or geoehemicdl investigation*, and to conflict- for or purchase 
the retultx of ttmtigruphic drilling, needed to implement the provisions 
of thi* section.

(c) The Secretary, in. cooperation with the Secretary of Commerce, 
in directed to prepare and publish and keep current a series of detailed 
bdthy metric, geological, and geophysical maps of and reports about the 
Outer Continental Shelf, baited on nonpropriatary data, which shall 
include, but not. necessarily be limited to, the result'# of teixmic, gravita 
tional, and magnetic surveys on an. appropriate grid spacing to define



uter t OMtnental ^tief-f scneaulea for lease on or after June >nt. /:///. 
(d) Within six month* after enactment, of thin section, the Secretary 
all develop awl *ubmit to Cony re** a plan, for. conducting the in- 
rmation gathering programs required by thi* section. Thin plan
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the general bathymetry, geology, and geophysical characteristics of the 
area. Such- maps ahull be prepared and published no later than siv 
month* prior to the but day for submission, of bid* for any area* of the 
Outer Continental Shelf scheduled for lease on or after June 30. JO'i'L(d) "" " ' 

if hall d
formation ., ..-...„ { „ . .,._.,
shall include an. identification of the area to be xurceyed and mapped 
during the first fee year* of the program* and estimate* of the ap 
propriation* and staffing required to implement them.

(e) The Secretary shall include in- the annual report required by 
section to of this Act. information concerning the carrying out of hi* 
duties under this sect ion. and shall include a* a part of each *uch re 
port a nummary of the current data for the period core red by the 
report.

(f) AV> action, taken to implement this section shall be considered a 
major Federal action for the purpose* of section /02(2)(C) of the 
National A'/i nronm-antal Policy A ct of I !)(H).

(g) There are hereby authorized to be appropriated such sum* as 
arc necessary to carry out the purpose* of this section during fiscal 
year* M7» and AW. to the Secretary and to appropriate Federal

any jterson
agencies having rc*ponsib'dit.ie* under this section.

(/».) The Secretary shall, by regulation, require that 
holding a- lease issued pur*uant to thi* Act for oil or gas exploration 
or derelopment on. the Outer Continental Shelf *hu11 provide the Sec 
retary with-any cxi*tiny data (ext;?tiding interpretation of such data) 
about the oil or gas resources in the area subject to the lease. The Sec 
retary shall maintain the confidentiality of all proprietary data or in 
formation unM such time as he determines that public arailability of 
such proprietary data or information would- -not damage the competi- 
tire position of the lessee.

(/) The Secretary shall make available by appropriate weans to 
the public, the regional Outer Continental- Shelf advisory boards and 
to appropriate State and local governmental agencies all data, infor 
mation., map*, interpretations, and xurreys which are obtained -pur 
suant to subsection (b) of this section directly by the Secretary or 
under a service contract: Provided, however. That the Secretary shall 
maintain, the confidentiality of all proprietary data or information 
purchased from commercial sources while -not under contract with 
the United States Government for such period of time as is agreed to 
by the parties, for the purpose of this subsection, subsection £52 (b ) (0) 
of title fj of the United States (''ode shall not apply to geological and 
geophysical information and data, including maps, concerning wells 
or other related information acquired directly by the Department or 
under a service contract pursuant to subsection (b) of this section.

(}) A11, Federal de/Mrtmeats or agencies are authorized and directed 
to provide the Secretary with, any information or data, (except in 
formation or data ref/uhwd by law to be kept confidential by such

Secretary under the provision* of this subsection shall remain con-



•fidentjal for such period of time as was agreed- to by the parties at 
the time it wa* obtained by xuch department or agency, fn addition, 
the Secretary is authorized and directed to utilize the* enisling capa 
bilities and resources of other Federal departments and agencies by 
appropriate agreemen t.

SAPKTY IlKOVLATIOSS f'OK Oil. AXn CAS OPKRATIOXS

SKC. 20. («) POLICY.—It- is the policy of thin section to insure, 
through improved techniques, maximum precautions, and. maximum 
use of the best available technology by wfll-trained personnel, safe, 
operations in the Outer Continental- Shelf. Sa.fc operations are those 
which prevent or minimize the likelihood of blowouts, loss of well 
control, fires. *pillagcs. or other occurrences which may cause damage 
to the environment, or to property , or endanger human, life or health.

(b) RKGUI.ATIOX; STUDY.—(/)(A) The Secretary with, the con 
currence and advice of the Administrator of the Environmental Pro 
tection. Agency and the Secretary of the Department in which the 
Coast Guard is operating, shall develop, from- time to time revise, and 
promulgate safety regulations for operations in the Outer Continental- 
Shelf, to implement, as fully as possible the policy of subsection, (a) 
of this section. Within one year after the enactment of this sect-fan, the 
Secretary shall complete a-review of existing safety regulations, con 
sider the results and recommendations of the study authorized in para 
graph (2) of this subsection, and promulgate, a complete set of safety 
reaulations (lohich. may include Outer Continental Shelf orders} ap 
plicable to operations in the Outer Continental Shelf or any region 
thereof. Any safety regulations in. effect on the date of enactment of 
this section which the Secretary finds should be retained, shall be 
promulgated, according to the terms of this section, but shall remain 
in effect until, so reproimilgated. No safety regulations (other than, 
feld orders') -promulgated pursuant to this subsection, shall reduce the 
degree of safety or protection to the environment afforded by safety 
regulations previously in effect.

(ft) fn promulgating reoulations under this section, the Secretary 
shall require on all new drilling and production operations and. -wher 
ever practicable on already existing operations, the itse of the best 
available technology wherever failure of equipment would have a *itj- 
nificant effect on public health, safety, or the environment.

(2) Upon the enactment of this section, the National Academy of 
Engineering shall conduct a study of the adequacy of existing safety 
regulations and. technology, equipment, and techniques for operations 
in the Outer Continental Shelf, including but not limited to the sub 
jects listed in. subsection (a) of this section. Not later than nine months 
after the enactment of this section, the results of the study and. recom 
mendations for improved safety regulations shall be, submitted to tht 
Congress and t/> the Secretary.

KKSKARCII AXD DKl'KI.OI'JIKXT

SKC. 81. (a) The Secretary it authorised and directed to carry out 
a research and development program designed to improve- safety of 
oiteration* related to exploration and development of the oil and gas



resources of the Outer Continental Shelf where similar program* are 
•not presently being conducted by ant/ Federal department or agency 
and where he determine* that such research and development is not 
being adequately conducted by any of her -public or 'private entity in 
cluding b ut not lim ited to —

( I ) downhole safety device*,
(2) -methods for reestablishing control of blowing out or bum- 

ing wells,
(•?) methods for containing and- cleaning up oil spills, and 
(4) Improved foio detection, systems for -undersea- 'pipelines. 

(b) The Secretary of the department- in, which the Coast Guard is 
operating, shall establish- equipment, and performance standards for 
oil spill cleanup plans and operations. Such standards shall be con 
sistent 'with the National Oil and Hazardous Substances Pollution 
Contingency Plan. lief ore such standards are issued, the Administra 
tors of the Environmental Protection Agency and, the National Oceanic 
and Atmospheric Administration shall be giren an. apportunity to 
review and- comment on- the proposed, standards.

(a) The Secretary of Commerce, in- cooperation with the Secretary 
of the Navy, the Secretary of the Department in which the Coast 
Guard is operating, and the Director of the National Institute* of Oc- 
cupatthnal Safety and- Health, shall conduct studies of •underwater 
diving techniques and equipment suitable for protection of human 
sa.fety.

T Oh' SM-'KTY KKCVLATIOXS; I.WKGTIOXS

SKC. 22. (a) (/) The Secretary and the Secretary of the department 
in. which the Coast Guard is operating shall jointly enforce the safety 
and- environmental protection, regulations promulgated- under tlii* 
Act. They shall regularly inspect all operations authorized pursuant 
to this Act and strictly enforce safety regulations promulgated pur 
suant to this Act and- other applicable laws and regulations relating to 
public health, safety, or environmental protection. All holder* of 
leases under this Act- shall allow prompt access at the site of any 
operations subject to safety regulations to any inspector, und 
provide such documents and records that are pertinent to public health. 
safety, or environmental protection, as such Secretaries or their 
dcxignees may request.

(2) The Secretary, with the concurrence of the Secretary of the 
department in which the Coast Guard is operating, shall promulgate 
regulations within, one hundred and twenty days of the enactment of 
this section to provide for —

(A ) physical observation at least o^ce each year by an inspector 
of the installation or testing of all safety equipment designed to 
pre.vent. or ameliorate, blowouts, fires^ spillages, or other major 
accidents ; and.

(B) periodic onsite inspection without advance, notice to the 
lessee to assure compliance with public health, safety, or environ 
mental protection regulations.

(3) The Secretary of the department in which the Coast Guard is 
operating shall make an investigation and public report, on all major 
firett and major oil spillage occurring as a result of operations pursuant

Si-511 0-75-1
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to this Act,. For the purposes of this subsection, a major oil spillage 
is any spillage, in- one instance of mow than, tiro hundred barrels of 
oil over a period of thirty days: Provided, That he may. in his dis 
cretion, make an investigation and report of lesser oil spillages. All 
holders of leases under this Act shall cooperate with him in the 
course of such investigations.

(4) For the purposes of carrying, out their rexponsibilitics under 
this section, the Secretary or the Secretary of the department in which 
the Coast Guard is operating may by agreement utilize with, or without 
reimbursement the services, personnel, or facilities of any Federal 
agency.

(b) The Secretary or the. Secretary of the department in, which the 
Coast Guard is operating shall consider any allegation, from- any person 
of the existence of a- violation, of any safety regulations issued wider 
this Act. The Secretary >,hall answer such allegation no later than 
ninety days after receipt thereof, stating -whether or not such alleged 
-violations exist and. ifs'j, -what action, has been taken.

(c) In any investigation directed by this section, the Secretary or 
the Secretary of the department in 'which the Coast Guai'd is operating 
shall have power to summon before them or their dcsignees witnesses 
and. to require the, production, of books, papers, documents, and any 
other evidence. Attendance of witnesses or the production of books: 
papers, documents, or any other evidence shall be compelled by a simi 
lar process as in- the, United States district court. In addition, they or 
their designees shall administer all necessary oaths to any witnesses 
summoned before said, investigation.

UAiuurr AW on. si'iu.s
SKC. #•>'. (a) Any person in charge of any oil and/or gas operations 

in, the Outer Continental Shelf, as soon as he ha* knowledge of a. dis 
charge or spillage of oil from an- operation, shall immediately notify 
the United States Coast Guard of such discharge. Any such person 
who fails to comply with this requirement shall, upon- conviction, be 
finednot more ffian $10.000 or imprisoned for not more than, one year, 
or both. Notification received pursuant to this nub-wet ion. or informa 
tion, obtained, by the use of such notification, xhull not be used against 
any such individual in. any criminal- case, except a. prosecution, for 
per jury or for giving a fahe statement.

(b) (/) Notwithstanding the prorisicnft of any otherlaw. the holder 
of a. lease or right-of-way issued- or maintained under this Act and 
the Offshore Oil Pollution Settlement* Fund (hereinafter re.ferred to 
as the "the fund") established bi/ thin subsection shall be strictly liable 
without regard to fault and without regard to ownership of any ad 
versely affected lands, structure*, fish, wildlife.^ or biotic or other 
natural resources relied npon by any damaged party for subsistence 
or economic purposes, in accordance with the provisions of this sub 
section, for all damages, including cleanup costs^ sustained by any 
person, as a- result of discharges of oil or gas from- any operation au 
thorised under this Act and maintained by stitch holder of a. lease or 
right-of-way if such damages ocmirred (A) urithin. the territory of
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the Cnited States. Canada, or Mexico, or (ft) in- or on. water* within 
two hundred nautical mile* of the baseline of the United Stated. Can 
ada, or Mexico from -which the territorial tea- of the United States. 
Canada, or Mexico in measured, or (C) u'ithin one hundred -nautical 
miles of an.y such operation. Claims for such injury or damages way 
l>e determined by arbitration, or judicial proceedings.

(-.') Strict, liability shall -not, be imposed under this subsection- on 
the holder or the fund if the holder or the fund' -proves that the damage 
iran cumcd by an act of war. Strict liability shall not be -imposed under 
this subsection on the holder if the holder -proves that the damage was 
caused by the negligence of the United States or other governmental 
agency. Strict liability shall not be imposed, under this subsection 
with respect to the claim of a damaged' -person, if the holder or the 
fund »rores that- the damage was caused by the negligence- or inten 
tional act of such -person.

(3) The holder shall be liable for the first $7000000 of such claims 
that arc. allowed. The fund shall be liable for the balance of the claims 
that arc, allowed.

(4) Jn any case where liability -without regard- to fault is imposed 
pursuant to this subsection, the -rules of subrogation shall apply in 
accordance with the laws of the State in which- such damages occurred: 
Provided, however. That in. the event such damages occurred- outside 
the jurisdiction of any State, the rules of subrogation shall apply in 
accordance with the la-ws applicable pursuant to section- 4 of this Act.

(o) The Offshore Oil Pollution Settlements Fund, is hereby estab 
lished as a- nonprofit corporate entity that may sue and be sued in its 
own. name. The fund shall be administered by the holders of leases 
issued under this Act under regulations prescribed by the Secretary. 
The fund shall be subject to an annual audit by the Comptroller 
General, and a copy of the audit shall be submitted to the Congress. 
Claims allowed against the fund shall be paid only from moneys 
deposited in the fund.

(6') There is hereby imposed on each barrel of oil produced pursuant 
to any lease issued or -maintained under this Act a fee of 2i/> cents 
per barrel. The fund- shall collect the fee from- the lessees or their 
assignees. Costs of administration shall be paid from the money col 
lected by the fund, and all sums not needed for administration and 
the satisfaction, of claims shall be invested prudently in income produc 
ing securities approved- by the Secretary. Income from such securities 
shall be added to the -principal of the fund.

(7) If the fund is unable to satisfy a- claim asserted and finally 
.determined- under this subsection, the' fund may borrow the money 
needed to satisfy the claim from- any commercial credit source^ at the 
lowest available rate of interest, subject to the approval of the Secre 
tary. If the Secretary finds that *uuh credit is not available, the fund 
may borrow the money needed to satisfy the claim from the United 
States Tretixury at existing commercial interest rates.

(8) No compensation shall be paid wider this subsection, unless 
notice of the damage is given to the Secretary within three years fol 
lowing the ddte on -which the -'iamage occurred.
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(9) Payment, of compensation for any damage pursuant to this 
subsection shall be subject to the holder or the fund acquiring by sub 
rogation all rights of the claimant to recover for such damage* from 
any other person.

(10) The collection, of amount* for the fund shall cease when $200.- 
OOOjOOO has been accumulated, but shall be renewed -when the accumu 
lation. in the fund falls below $2000.000. The fund shall insure that 
collections are equitable to all hold cry of a lease or right-of-way.

(11) The several district courts of the United States shall have juris 
diction over claims against the fund.

(c) (1) Whenever any oil is discharged or spilled as a result of an 
operation on, the Outer Continental Shelf, the Secretary for the De 
partment in which the Coast Guard is operating shall remove or ar 
range for the removal of ftuch oil as soon as possible, unless that Secre 
tary determines such removal will be done properly and. cxpeditiously 
by the lessee or permittee of the operation from which the discharge 
occurs.

(2) Removal of oil- and. actions to minimize damage from oil dis 
charges shall, to the greatest extent possible, be in- accordance with the 
National Contingency Plan for removal of oil and- hazardous sub- 
ttances established pursuant to section 3/1 (c) (2) of the Federal Water 
Pollution. Control Act. as amended (8(! Stat. 8(>2; 33 f'.S.C'. 1321 et

(3) "Whenever the Secretary of the Department in- 'which the Coast 
Guard is operating acts to remove a. discharge or spillage of oil pur 
suant to this subsection,, he is authorized to draw upon money avail 
able in the Offshore Oil Pollution Settlement* Fund established pur- 
*ua.nt to subsection (c) of this section. Such money shall be used to pay 
promptly for all cleanup costs incurred, by the C'nited States Govern 
ment in. removing or in minimizing damage caused, by such oil spillage 
or discharge.

(d) The Secretary shall establish, requirements that all holders of 
leases issued, or maintained under this A et shall establish and- maintain 
evidence of financial responsibility of not lew than $71)00.000. Finan 
cial responsibility may be established by any one of. or a. combination 
of. the following methods acceptable to the Secretary: (A) evidence 
of insurance. (/?) surety bonds. (0) qualification as a self-insurer, or 
(D) other evidence of -financial responsibility. Any bond filed xhall be 
issued by a bonding company authorised- to do business in the United 
States.

(e) The provisions of this section ahall not- be 'interpreted. to super 
sede section 311 of the Federal Water Pollution. Control Act Amend 
ments of JW0 or -preempt the field- of strict liability or to enlarge or 
diminish, the authority of any State to impose additional reguircments.

COASTM. STATK l-'t/.VV

SK". 3/i. (a) There in hereby established in the Treasury of the 
United States the Coastal State Fund (hereinafter referred to as the 
'/wrap). The Secretary shall manage, and make grants firm- the fund 
according to the regulations established pursuant- to subxe.ctiom (b) 
and (c) to the coastal States impacted by anticipated or actual oil and 
gnu production.



(b) The purpose of such grants shall be to (twist coastal States im 
pacted by anticipated or actual oil and gas production, to ameliorate 
adverse environmental effects and control secondary social and eco 
nomic impacts associated with the development of Federal energy 
resources in. or on- the Outer Continental Shelf adjacent to the tnib- 
merged, lands of such States. Such grants may be wed for planning, 
construction of public facilities, and provision, of 'public services, and 
such, other activities as may be prescribed by regulations promulgated 
pursuant to subsection (cj of this section. Such regulations shall, at 
a -minimum').(1) provide that, such grants be directly related to such 
environmental effects and social anil- economic impacts; (2) take into 
consideration, the acreage leased or proposed to be leased and the 
volume of production of oil and gas from, the Outer Continental Shelf 
off the adjacent coastal State; and (3) require each coastal State, as 
a. requirement of eligibility for grants from the, fund, to establish 
pollution containment and cleanup systems for pollution from oil and 
gas development activities on the submerged lands of each such State.

(a) The, Secretary of Commerce, in accordance with the provisions 
of subsection, (b), and this subsection, shall, by regulation, establish 
requirements for grant eligibility: Provided. That it is the intent of 
this scGtio-n that grants shall be made to impacted coastal States to 
the- maximum, extent permitted, by subsection (/) of this section and 
that grants shall be made, to impacted coastal States in proportion 
to the effects and impacts of offshore oil and gas exploration, develop 
ment and production- on. such States: And -provided further. That it is 
the intent that units of general purpose local government may share 
in. the State fund. in. the proportion, that they arc imwtcted- by Outer 
Continental Shelf development ax determined by the respective States. 
Such, grants shall not be on a matching basis but shall be adequate 
to compensate impacted coastal Staten for the full costs of any environ 
mental effects and social and economic impacts of offshore, oil and. gas 
exploration, development, and production. The Secretary shall co 
ordinate all grants with management programs established- pursuant 
to the Coastal Zone Management Act of 1!)72.

(d) The Secretary shall distribute annually to each of the impacted 
coaxta) States that proportion of $100.000.000 of the fund that equals 
the average for that State of the following proportions:

(/) the proportion of Outer Continental Shelf acreage leased, 
off the shores of such State in that -year to the total Outer Con 
tinental Shelf acreage leased -in that year;

(2) the proportion of the number of -wells drilled on the Outer 
Continental Shelf -off 'the shores of 'such State in. that year to 
the total number of wells drilled, on the Outer Continental Shelf 
in that year;

(3) the proportion, of the number of persons living m such State 
in that year -who are em-played in Outer Continental Shelf activ 
ities by Outer Continental Shelf lessees and their contractors to 
the total number of persons employed in Outer Continental Shelf 
activities in that year by Outer Continental Shelf lessees and their 
contractors;

(4) the proportion of the volume of oil and gat produced from, 
Federal leases on the Outer Continental Shelf and first landed in.
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tuck State in that, year to the total volume of oil and gas produced 
from, Federal leases on. the Outer Continental Shelf and first 
landed in the United States in. that year;

(6) the, proportion, of the volume of oil and gas produced from- 
Federal leases on the Outer Continental 'Shelf off the shores of 
such, State in that year to the total -volume of oil and gat pro 
duced from- Federal leases on the Outer Continental Shelf in that 
year; and

(6) the pi'oportion of onshore capital investment in ftuch State 
by Outer Continental Shelf 1 entices, their contractors, and persons 
•who first- purchase, receive or expect to' purchase or receive oil 
or gas produced in that year from, Federal leases on- the Outer 
Continental Shelf to the total such onshore investment in all 
coastal States made by such persons in. that year, 

(e) (J) A Coastal State mat/ submit to the Secretary of Commerce 
an. annual im-pact assessment of the adverse environmental, social and 
economic hn-pacts on. the State as a result of oil and gas exploration, 
development and production on. the Outer Continental Shelf. The an 
nual impact assessment shall seek, to quantify the net adverse impact* to 
the State.

(#) // the Secretary of Commerce determines that the dollar amount 
of such, impacts is greater than the amount distributed pursuant to 
subsection, (d) of this section, he shall recommend to the Secretary 
that such. State receive a grant from, the fund. If the Secretary of 
Commerce recommends grants in. excess of $JOO.OOOflOO. the Secretary 
shall reduce the amount granted, to the States pursuant, to this subsec 
tion on a pi*o rota batis.

(/) Notmthstanding any other provision, of law, JO per centum- of 
the Federal revenues from, the Outer Continental Shelf Lands Act, 
as amended by this Act shall be paid into the funds: Provided, That 
the total amount paid into the fund shall not exceed $200^000,000 per 
year.

VITIXKX 8VITS

SKC.25. (a) Kxccpt as prorided in subsection (b) of thix section, any 
person having an interest which i* or may be adversely affected may 
commence a civil action on Ms oion behalf—

(1 ) against ant/ person, including—
(A) the United State*, and
(/>') any other governmental instrumentality or agency 

to the v.et&nt permitted by the eleventh amendment to the 
Constttntionwho is alleged to be in violation of the provisions 
of this A at or the regulation, promulgated, thereunder, or any 
permit or lease issued by the Secretary; or

(2) against the Secretary where there is alleged, a. failure of the 
Secretary to perform- any act or duty under this Act which is not 
discretionary with, the Secretary. 

(ft) No action-may be commenced—
(J) under subsectioii (a)(1) of this section—

(A) prior to sixty days after the plaintiff ha* given, notice, 
in writing under oath of the violation- (i) to the Secretary, 
and (ii) to any alleged violator of the provisions of this Ant
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or any regulation* promulgated, thereunder, or any permit or 
fame issued thereunder;

(JJ) if the Secretary hay commenced find its diligently -pros 
ecuting a civil action in a. court of the L'nitcd States to require 
coin-idiunce with the prorisions of thin Act or the regulation* 
thereunder, or the leanc* but in any such, action in- a court of 
the U-nitcd State* an;/ person may intervene as a- matter of 
right; or

(2) U-ndcr subsection, (a) (J) of this section prior to sixty day* 
after the plaintiff ha* given 'notice in. writing under oath of such 
action the Secretary, in such manner an the Secretary shall by 
regulation, prescribe, except that suck action may be brought im 
mediately after such •notification in the case 'inhere the violation 
complained of, constitutes an- imminent threat to the health or 
sa.fety of the plaintiff or would immediately affect a- legal interest 
of the plaintiff.

(<?) In any action, under this action, the Secretary, if not a party, 
may intervene as a matter of right.

(d) The court, in. issuing any final order in. any action, brought 
pursuant to subsection (a) of this section, mat/ award costs of litigation 
including reasonable attorneys fees to <my party, whenever the court 
determines such award is appropriate. The court may. if a. tem)>orary 
restraining order or prelim inary injunction is sought, require the 
filing of a bond or equii-alcnt security in accordance with the Federal 
If dies of Civil Procedure.

(e) Nothing in this section shall -restrict any right u'hich any per 
son, or class of persons may hare under this or any statute or common 
lair to seek enforcement of any of the provision* of this Act and the 
regulations thereunder, or to seek any other relief, including relief 
against the Secretary.

I'KOMOTIOX Or C'OMI'KTITIOX

SKC. 20. Within one year after the date of enactment of this section, 
the Secretary shall prepare and publish a report with recommenda 
tions for promoting competition and maximising production and- rev 
enues from the leasing of Outer Continental Shelf lands, and shall- in 
clude a. plan, for implementing recommended, administrative changes 
and drafts of any proposed legislation. Such report shall include con 
sideration, of the following—

(1) other com pet/five bidding systems permitted under pre 
sent law as cow-pared to the bonus bidding system-;

(2) evaluation of alternative bidding systems not permitted 
under present law;

(.?) measures to ea*e entry of new competitors; and 
(4) measures to increase supply to independent refiners and dis 

tributors.

KXFOKCK3IKXT A\r> I'KXALTIKS

SKC. 27. (a) At. the request of the Secretary or the Secretary of the 
Department in-which the Coast Guard i* operating) the Attorney Gen 
eral may institute a civil action in the district court- of the United



States for the district, in -which the affected operation- '19 located for a 
restraining order or injunction or other appropriate remedy to en 
force any provision of this A at, of any regulation or order issued under 
the authority of this Act.

(b) If any person shall fail to comply with any provision of this 
Act. or any regulation or order issued under the authority of this Act, 
a.ftcr notice of such failure and expiration- of any period allowed for 
corrective action, such person- shall be liable for a- civil penalty of not 
more than. $5i)00 for each and every day of the continuance of such 
fail-lire. The Secretary or the Secretary of the department in. which 
the Coast Guard, is operating may assess, collect, and compromise any 
such penalty. No penalty shall be assessed until the person charged 
•with a. violation shall have been given- an- opportunity for a- hearing 
on- such charge.

(c) Any -person who knowingly and- willfully violates any provision 
of this Act,, or any regulation or order -issued- under the authority of 
this Act designed to protect public health, safety, or the environment 
or conserve natural resources of knowingly and 'willfully make any 
falsa statement., representation, or certification, in- any application, rec 
ord, report, plan, or other document, filed or required to be maintained 
under this Act, or -who knowlingly find- willfully falsifies, tampers 
with, or renders inaccurate any monitoring device or method of record- 
required- to be maintained- wider *h>x Act or knowingly and willfully 
reveals any data or information required- to be kept confidential by 
this Act, shall upon conviction, be punished by a fine of not more than 
$100,000, or by imprisonment for not more than one year, or both. 
Each day that a violation continues shall constitute a- separate offensc.

(d-) Whenever a corporation or other entity violates any provision 
of this Act, or any regulation or order issued under the authority of 
this Act, any officer, or agent of such corporation or entity who know 
ingly and willfully authorized, ordered, or carried out such -violation 
shall be subject to the name fine,* or imprisonment as provided for 
under subsection (<?) of this section.

(c) The remedies prescribed hi thin section shall be concurrent and 
cumulative and the. exercize of one doe* not preclude the exercise of 
the others. Further, the remedies prescribed in thin section shall be 
in addition to any other re-medic* afforded by any other law or 
regulation.

A'.\T//M.V.VA';V7VIA H.lSKf./.VK .I.V/J MO.V/TOKIA'f! STUDIRS

Sxc. 28. (a) Prior to approval of any development- and. production 
plan as -required- by Motion!} of Ihis Act (as amended.), the Secretary, 
in consultation 
Atmospheric 
tor"), shall
tabl\sh "baseline information conreminti the xtatus of the marine, and 
coa/.jal environment of t'<\e Outer Contin

equirea. by Motion!) of tins Act (as amended), the secretary. 
Nation with the Administrator of the National Oceanic and 
eric Administration (hereinafter referred to as "Administra- 
fill conduct a nt\ f.y of the area or region involved to c#-

\rninti the xtatus of the marine, and 
Continental f>helf and the coastal 

zone which may be affected by oil and gas development.
(b) Subsequent to development of any area studied- pursuant to 

subsection (a.) of this section, the Secretary shall monitor the 
areas involved in a manner designed to provide time-series data which 
can be compared with previously collected data for the purpose of
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identifying* any significant changes in the quality and productivity 
of the environment.

(c) Swh studies shall be planned and carried out in full cooperation 
with the affected States.

(d) In addition to developing a baseline of information, such 
studies, to the extent practicable, shall be designed to predict impacts 
on the marine biota resulting from chronic low level pollution, or large 
spills associated with Outer Continental Rhelf production; the -intro 
duction of drill cuttings and, drilling -muds in the area; and from' the 
laying of pipe to serve the offshore production area-,' and the 'impacts 
of development offshore on the adjacent and affected coastal areas.

KXVIKOXNKSTAT, IMPACT STATKMKXTS

Sec. W. (a) The environmental impact statements related to the 
implementation of this Act pursuant to the requirements of section 
102(2)(C) of the National. Environmental Policy Act of I960 (83 
Stat. 862; 42 V.S.P. 4321 et se</.), shall include, 'in addition to any 
other statutory and regulatory requirements —

(/) interrelationships and cumulative environmental impacts 
of development of the proposed lease tract in. relation, to exist 
ing and possible future oil and gas developments o>r the siting of 
other energy facilities in the Outer Continental Shelf or in the 
adjacent coastal zone;

(2) population and growth characteristics of the affected 
coastal States or adjacent 8tat.es and identification, of any as 
sumptions wed to project the impact of proposed development 
of offshore oil and gas resources on population and growth, in 
cluding an assessment of the effect of any possible change in 
population patterns or growth -upon the resource l>ase including 
land use. water, and public services;

(3) relationship and consistency of the proposed exploration or 
development and' production, of oil and gas to existing or develop 
ing or approved- coastal zone management programs of the affected- 
coastal States developed in accordance with, the Coastal. Zone 
Management Act of 1W2 (86 Stat. 1280; 10 U.S.O. 1451 ct seq.) ;

(4) probable secondary or indirect impact of the proposed ex 
ploration, development or production on the marine and coastal 
environments.

(b) Inpreparing environmental impact, statements prior to leasing, 
the Secretary shall give primary emphasis to the assessment of envir 
onmental impacts relating to exploration activities to be conducted 
subsequent to leasing.

KKGIOXAL OVTKK COXTIXKXTAI. X/IKf.F ADVISORY It

SKC. 30. (a) The Governors of coaxtal States may establish, regional 
Onfer Continental Shelf Advisory boards for such region* and- wiih 
such mt-mbtrthip as they may determine after consultation with the 
Secretary of the Inferior and the Secretary of Commerce.

f (b) Representatives of the following Federal oft&als shall be en 
titled to participate, at observers ?'/}. the deliberations of »imh boards: 
the Secretary, ths Secretary of Commerce, the Administrator of Fed-
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cral, Energy Administration, the Chairman, of the. Council on- Envir 
onmental Quality , the Commandant, of the Coast Guard, and the Ad 
ministrator of the Environmental Protection, Agency.

(c) Such, boards'shaU advize the Secretary on- all matters related 
to Outer Continental Shelf oil and you development including but 
•not limited to development of the leasing program-required by section 
18 of this Act; approval of development and production, plans required 
preparation, of by section. $ of this Act (as amended); implementation 
of environmental baseline and monitoring studies; and the environ 
mental impact statements prepared, in the course of implementation of 
this Act.

(d) If a. regional advisory board' or a- Governor of a, potentially 
affected, coastal State makes specific recommendations to the Secre 
tary regarding the size, timing, or location of a proposed* lease sale 
or on, a. proposed, development and production, plan, the Secretary 
shall accept such- recommendations from the regional advisory board 
or Governor, unless he determines they are not consistent, with, national 
security or overriding nation interests. No action- shall lie to review 
the Secretary's exercise of discretion in accepting or rejecting such 
recommendations.

(e) The provisions of subsection (d) above shall apply only to 
recommendations submitted- to the Secretary within sixty days of 
receipt by f'ie board or the Governor of a. notice of a- proposed lease 
sale or of a- development and production plan.

JUDICIAL KKriKW

SKC. 31. (a) Any action of the Secretary to approve a leasing 
program, pursuant to section 18 of this Act shall be subject to judicial 
review only in. the T 7nited States Court of Appeals for the District of 
Columbia, Circuit.

(b.) Any action of the Secretary to approve, require modification- of. 
or disapprove a- development and, production plan-pursvant to section-o 
of this Act (as amended.) shall be subject to judicial review only by a 
frnited States court of appeals for a circuit in- which, an- affected coastal 
State is located.

(e) Any person, who participated in the administrative proceedings 
related to the actions specified in subsections (a.) and (b) of this sec 
tion and who is adversely affected- or aggrieved by the action, must- file 
a- petition for review of the Secretary's action within, sixty days from 
the date of such action. The petitioner forthwith- shall transmit copies 
of the petition to the Secretary and the A ttorney General of the United- 
States^ who shall represent the Secretary.

(d) The Secretary shall file in the court the record- of any public 
hearings required by this Act and any additional information, (in 
cluding the environmental impact statement which accompanied the 
leasing program-.or development and production plan) iipon which 
the Secretary based his deaixion. as provided- in- section 2112 of title 2S. 
United States Code. No objection to the action of the Secretary shall 
be considered by the court, "unless such objection has been, submitted to 
the Secretary during the administrative proceedings related to the 
actions involved.
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(e) The court shall hear such petition, solely on. the record made be 
fore the Secretary. The findings of the Secretary, if supported by sub 
stantial evidence on the record considered an a- -whole, shall be con- 
clusive. The court may uflinn, vacate, or modify any order or decision 
or may remand the proceedings to the Secretary for such further action 
as it may direct.

(f) ('/ton. the filing of the record- with the court, the 'jurisdiction of 
the court shall be exclusive and-its judgment shall be final, except that 
such, judgment shall be subject to review by the Supreme Court of the 
('»itcd States upon u'rit of certiorari.

/Y./I.V.V/.W IXFOKSIATIOX TO COMiTM. STATKS

8KG. 32. As soon as practicable after each lease sale, the Secretary 
shall make available to the affected- coastal States, additionalin-fonna- 
tion designed to assist them- in planning for the on-shore impacts of 
possible oil and gas development and production. Such information 
shall include estimates of (/) the oil and- gas reserves leased, (2) the 
size and timing of development if and when oil and/or gas is found, 
(•?) the location of pipelines, and (.$) general location and. -nature of 
on-shore facilities.

!.IMir.\TIOXS OX KXI'OHT

fine: •}•}. Any oil or gas produced from the Outer Continental Shelf 
except such oil or gas which is either exchanged in similar quantity 
for conrenience or increased efficiency of transportation with per- 
xons or the yoeevnment of a- foreign state, or which is temporarily 
exported for convenience or increased efficiency of transportation 
<i<;roxs par!'* of an adjacent foreign state and reenters the United 
8 tut ex. shall be subject to all of the limitations and licensing require 
ments of the Export Administration. Act of Jf)(>!) (Act of Decem 
ber 30. /.%'/>/ tStf Stat. $/(/) and, in addition, before any oil or gas 
subject to this section may be exported under the limitations and 
licensing requirements and penalty and enforcement provisions of 
the Export Administration. Act of 1.%'.9 the /'resident must make 
and -publish an <>xpn>xst finding that such export* will not- increase 
reliance on imported oil or gas and arc in the -national interest and 
are in accord with, the provisions of the Export Administration Act 
of HHH): Provided. That the President shall submit re-ports to the 
Congress containing findings made under this section, and after the 
date of receipt of such report Congress shall hare a. period of sixty 
calendar day*, thirty days of which Congress must have been, in 
session, to consider whether exports under M«, term* of this section 
are in the national inteivat. If the Congress -witu hi this time period 
paws a concurrent resolution of disapproval stating disagreement 
with the President's finding concerning the -national •h.terest, further 
exports made pursuant to the aforementioned Presidential findings 
shall cease.



ADDITIONAL VIEWS OF SENATOR BUMPERS
I am in general accord with S. 521 as reported by the Committee 

on Interior and Insular Affairs, but there is one important matter 
on which 1 wish to record my disagreement.

Section 202 of S. 521 would add a new Section 10 to the Outer 
Continental Shelf Lands Act of 1953. Proposed new Section 19(h) 
would read as follows:

(h) The Secretary shall, by regulation, require that any per 
son holding a lease issued pursuant to this Act for oil or gas 
exploration or development on the Outer Continental Shelf shall 
provide the Secretary with any existing data (excluding interpre 
tation of such data) about the oil or gas resources in the area 
subject to the lease. The Secretary shall maintain the confidenti 
ality of all proprietary data or information until such time as 
he determines tlwt public availability of such proprietary data 
or information would not damage the competitive position of 
tho lessee.

It. will be noted that under this proposed new Section 19(h), the 
Secretary of the Interior would l>e forbidden to require lessees of 
federally owned tracts on the Outer Continental Shelf to furnish him 
with interpretations of their data concerning the oil or gas resources 
in the area subject to the lease. Being of the opinion that the Secretary 
.should have such information available to him. I offered an amendment 
in Committee. This amendment would simplyhave changed one word 
in the proposed new Section 19(h). The word "excluding" would have 
l>ecn changed to "including." so that the proposed subsection would 
have road as follows':

(h) The Secretary shall, by regulation, require that any person 
holding a lease issued pursuant to this Act for oil or gas explora 
tion or development on tho Outer Continental Shelf shall provide 
the Sec'-etary with any existing data (including interpretation 
of such data) about tho oil or gas resources in the area subject to 
the lease. The Secretary shall maintain the confidentiality of all 
proprietary data or information until such time as he determines 
that public availability of such proprietary data or information 
would not damage the competitive position of- the lessee. 

During the debate in Committee on this amendment, two amend 
ments of a perfecting nature were proposed and accepted by me. One 
would have made clear that the ricrht of the Secretary to obtain from 
lessees interpretations of data, as distinguished from data themselves, 
would have ixjen prospective only. That i.=. any authority conferred by 
Section 19(h) as addod to the law by S. B21 would have applied only 
to leases executed after the enactment of S. 521. Tn addition, it was 
agreed that tho obligation to maintain confidentiality of proprietary

(100)
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data or information of any kind would extend not only to the Secre 
tary himself, but also to other government employees and all other 
persons who might obtain such data or interpretations, directly or 
indirectly, through the Secretary or any other employee of the 
government.

Despite my acceptance of these limiting and clarifying amendments, 
my amendment to S. 521 was defeated by a vote of 7 to 6. Senators 
Jackson. Church (by proxy), Metcnlf, (jlenn. Stone, and I voted in 
favor of the amendment. Senators Johnston, Haskcll, Fannin (by 
proxy), Ilnnsen, Hatfield (by proxy), McChire, and Bartlett voted 
nw'nst the amendment.

The amendment would have worked a modest but important change 
in the proposed new Section 19(h), and I continue to believe that it 
would represent better public policy than the bill as reported. Under 
the bill as reported, the Secretary of the Interior may not require a 
lessee to furnish him with interprcations of data pertaining to the 
very public property that the lessee is exploring or developing, despite 
the fact that such interpretations are indisputably valuable and relate 
exclusively to property title to which is vested in all the people of the 
United States. Certainly one of the incidents of ownership of property 
should be the right of the owner to obtain from permittees, lessees, or 
other persons entering upon or using his property any information con 
cerning the property or its value that such persons may have. This 
information would (1) be useful to the Department of the Interior 
in determining the true worth of the oil and gas resources on the Outer 
Continental Shelf. (2) would assist the Department in its duty to 
estimate reserves of domestic oil and gas available for production and 
consumption, and (3) w&uld provide the Department with a useful 
check on the geological and geophysical interpretations produced by 
its own employees.

It may be anrucd that it is unfair to require a private company which 
has expended its own funds to divulge not only raw data themselves, 
but also interpretations of such data, interpretations that are the prod 
uct of the ex?)ert judgment of its employees. In general, such an argu 
ment is sound, and no one advocates that proprietary data, whether in 
the form of interpretations or otherwise, shoud be generally available 
to the Department of the Interior without regard to the ownership of 
the property to which they relate. In the instant case, however, it is 
worth repeating that the property, as a result of several decisions of 
the Supreme, Court of the United States, belongs to all the people of 
this country, and that the lessees are entering upon it only as a result 
of permissions and leases granted by the Secretary of the Interior 
as representatives of the owners.

Fear was expressed during discussion of my amendment, that inter 
pretations of data might be "leaked" to the competitive disadvantage 
of the lessee furnishing such interpretations. The second sentence of 
proposed new Section 19(h). which would have been retained in my 
amendment, would provide an adequate safeguard against, such "leak 
ing." This sentence expresslv requires that the Secretary of the In 
terior maintain the confidentiality not only of interpretations, but of 
all proprietary data, until such time as the Secretary determines that 
making such information public would not damage the competitive
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position of the lessee. Thus, until all question of competitive harm had 
disappeared, the data and interpretations would be available only to 
the Interior Department and its employees, and could not fall into the 
hands of the public or companies competing with the lessee.

In addition, it is worth noting that S. 521 as reported would add a 
new Section 29(c) to the Outer Continental Shelf Lands Act of 1953. 
This proposed new subsection would expressly subject to criminal 
prosecution any person who knowingly and willfully reveals any data 
or information required to be kept confidential by the Act. Any such 
person would, unon conviction, be punished by a fine of not more than 
$100,000, or by imprisonment for not more than one year, or both. 
Each day that a violation continues would constitute a separate offense. 
This penalty, it seems to me, is fully sufficient to deter any misuse of 
confidential data or interpretation.

In short, it is to the advantage of the public to have the fullest pos 
sible information about its own property. Adequate safeguards would 
protect lessees against competitive injury. I reserve the right to offer 
my amendment again on the floor.

DALE BUMPERS.



MINORITY VIEWS OF SENATORS FANNIN, HANSEN,
AND BARTLETT

SUMMARY OF MIXORT.TY VIEWS
We strongly oppose S. 521 and voted against reporting it for the 

following reasons:
1. The bill, while purporting to increase oil and gas production on 

the Outer Continental Shelf, .would-actually delay and decrease pro 
duction of these vital resources.

2. The bill is completely unnecessary, and even undesirable accord 
ing to the testimony of a majority of witnesses and by correspondence 
received from various officials of the administration.

3. There are many specific provisions of S. 521 which could delay 
energy self-sufficiency.

4. The geological data disclosure authority granted by the bill is 
confiscatory, anticompetitive, and would discourage OCS exploratory 
efforts and in combination with the mapping program required by the 
bill could encourage speculators to seek OCS leasing rights.

5. The first steps toward the formulation of a Federal oil and gas 
corporation would be taken under the broad authority of the bill.

6. Many problems posed by various provisions of the bill, while 
troublesome individually, taken in the aggregate would cause serious 
delays and inequities in expanding OCS leasing, exploration, and pro 
duction programs thereby frustrating, rather than expediting the 
achievement of domestic energy self-sufficiency.

7. The bill's separation of the exploration phase from the develop 
ment and production phase raises serious doubts as to whether a lease 
holder would have a reasonably secure right to develop his leasehold.

8. The coastal State fund created by the bill would implement an 
unconscionable enticement of coastal States not to resist OCS leasing 
programs on Federal lands adjacent to their coast at the expense of 
all U.S. taxpayers and particularly to the detriment of the citizens of 
inland States.

These objections and others arc set forth in detail below.
L The bill, while purporting to increase oil and gas production 

on the Outer Continental Shelf, would actually delay and decrease 
production of these vital resources.

That this bill's sponsors changed the title of the legislation from 
"The Energy Supply Act" to "The Outer Contincnal Shelf Manage 
ment Act" bears living testimony to the fact that they arc no longer 
concerned about increased domestic energy supplies, but rather have 
intensified their obsession with government management of resource 
development by the private sector.

(103)
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The findings section of the bill recognizes the need for increased 
domestic production of oil nnd gas and the purposes section states 
that the bill is intended to "increase domestic production of oil and 
natural gas in order to assure material security, reduce dependence on 
unreliable foreign sources, and assist in maintaining a favorable bal 
ance of payments. . . :" The substantive contents of the bill, however, 
would have the effect of achieving just the opposite. The manifold dis 
incentives created by the bill, hereinafter discussed at length would 
impair rather than increase domestic production on the OCS thereby 
frustrating material prosperity and national security, increasing de 
pendence on unreliable foreign'sources, and contributing to an increas 
ingly infavorable balance of payments.

For example, Section 202 of S. 521 requires an environmental impact 
statement, to accompany the leasing program mandated by that sec- 

'tion. The language requires that the BIS include an oil and gas re 
source assessment for each area proposed for leasing. Completion of 
such a statement could require two, or even three years. No EIS is 
required on the present proposed leasing schedules the Department of 
Interior now issues, and we cannot sec why an EIS should be required 
by the program mandated by S. 512—especially since the Department 
has already completed its programatic impact statement on the accel 
erated leasing program and is filing separate statements on each lease 
sale.
2. The bill in completely unnecessary, and even--undesirable according 

to the testimony of a majority of witnesses and by correspondence 
received from-various officials of the administration.

T.he following is a representative sample of the testimony pi'cscnted 
last year on S. 3221. the prodorossor of this legislation, to the Com 
mittee and the correspondence received supplementing the testimony, 
all of which underscores the lack of necessity of the bill, its manifold 
undesirable features, and tho plethora of scrjous problems it would 
create, if enacted, as related to I he efficient management of the OCS 
leasing program.

John C. Whitaker then Undersecretary, Department, of the Inte 
rior, in testimony before the Subcommittee on Minerals. Materials and 
Fuels. Monday. May 6.1074. stated:

The existing Outer Continental Shelf Lands Act permits 
a substantial degree of latitude for adjustment to changing 
circumstances, conditions, and technology.

We believe that our program for the development of the 
OCS can be fully carried out under the present law and that 
u significant, change in the law could create serious delays 
in achieving the degree of energy sol f-sufltciency for the 
Nation which is so necessary.

(b) Duke K. Ligon, then Assistant Administrator, Federal Energy 
Office, on Monday. May 0. 1074, emphasized:

In summary, wo have significant problems with the. pro 
posed legislation. While the stated objectives of the proposed 
legislation arc laudable, the overall effort of the bills bcforo. 
your Committee would be, to seriously delay tho loasing and 
development of this major source of domestic energy.
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Furthermore, many of the proposed amendments to the 
OCS Lands Act duplicate already existing programs and 
authorities, and we feel there is no need for additional amend 
ments at this time. For these reasons, we are opposed to the 
bills pending before this Committee.

Finally, we believe that the OCS Lands Act provides suffi 
cient flexibility to allow the Secretary of Interior to make 
needed adjustments affecting OSC development.

(c) Several representatives of the private sector also expressed 
concern about the bill. I). G. Couvillon, Western Operations, Inc., 
Standard Oil of California, representing Western Oil and Gas Asso 
ciation, on Tuesday, May 7, 1974, remarked:

* * * we believe that the present Outer Continental Shelf 
Lands Act is satisfactory and adequate, therefore we propose 
the proposed bill is not necessary.

In other words, the objectives of Senate 3221 can be ob 
tained through and under the present Ac'.

(d) Eugene II. Luntey, Executive Vice-President, Brooklyn Union 
Gas Company, representing the American Gas Association in a state 
ment on May 10,1974, contended:

* * * we have serious reservations as to whether amend 
ments to the OCS Act are cither necessary or desirable at 
this time.

On balance, it is our opinion that no legislative change is 
necessary to expedite OCS exploration—but Congress should 
express a sense of urgency for the Administration to proceed 
under the present, act.

(c) The following testimony by witnesses regards proposals to 
amend the OCS Act with respect to specific objectives or proposals:

Mclvin Hill, Vice-President for Exploration, Gulf Oil Corporation 
on May 10,1974, stated:

We see as a laudable objective the Department of the In 
terior's stated purpose to expand development of the OCS. 
However, we believe that legislation already enacted will 
accomplish this purpose in an expeditious, orderly, and safe 
manner, with resultant, advantages to the American people.

(f) 'Eugene IT. Luntey, on May 10,1974said:
Wo would note it docs not appear that additional legisla 

tion is necessary to expedite this kind of rapid development 
because if we observe the results of the Outer Continental 
Shelf Lands Act of 1953 wo find in administering that act 
the various administrations in the United States have uni 
formly attempted to maintain a continuous and rational pro 
gram of development of the Outer Continental Shelf.

(g) Kussell Pctcrscn, Chairman, Council on Environmental Quality 
in testimony on May 10,1974 indicated:

The Council agrees with many of the objectives of the bills, 
recognizing as they do the need for environmental protec 
tion of our marine, coastal, and onshore resources.

45-582 () . 75 . 7
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It- does hot appear necessary or desirable, however, to enact 
these bills in order to ensure that the environmental risks of 
Outer Continental Shelf oil and gas operations be made 
acceptable.

(h) John R. Qaarles, Deputy Administrator of the Environmental 
Protection Agency, May 6,1974 remarked:

ERA was given the primary Federal responsibility for 
coming to grips with the complex problems of protecting our 
natural environment. Our Agency experience, motivation, 
and competence in handling this duty are not further encum 
bered by other responsibilities. With respect to the OCS, we 
see no reason for a departure from the present system.

(i) John C. Whitaker, on May 6,1974, stated :.
In conclusion, Mr. Chairman, we are expanding, our 

OjCS leasing and we are convinced that this expanded pro 
gram will be conducted under terms and conditions that pro 
tect our environment and our land based communities from 
unacceptable adverse impacts.

We believe that the flexibility provided by the current 
legislation is extremely desirable and that legislative changes 
arc unnecessary at this time.

(j) Robert B. Kruger, Attorney-at-Law. on May 7, 1974 testified:
In 1968, I was the project director for the Study of the 

Outer Continental Shelf Lands of the United States, pre 
pared by my law firm for the Public Land Law Review 
Commission.

We made a comprehensive study of the operation of the 
leasing system created under the Outer Continental Shelf 
Lands Act.

Our basic conclusion at that, time was that, the leasing sys 
tem, itself, was a viable and competitive one which contained 

" no major structural defects.
(k) Eugene H. Luntey, on May 10.1974, emphasized:

* * * We are not. convinced that a revision of the OCS 
Act is necessary, or would be the most expeditious route to 
pursue such changes.

We believe it may Ixj possible for the bidding procedure to 
be modified by the Secretary of the Interior under the pres 
ent Act so as to provide greater encouragement for explora 
tion and development.

(1) Russell Pctersen,on May 10,1974, said:
Because of the. scope, of the oil spill liabilitv issue and the 

inadvisability of dealing with the complex subject piecemeal, 
the Council docs not believe that it. is necessary or advisable 
to amend the OCS Lands Act to add a liability soction. .

These comments are equally valid today.
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3. There are many specific provisions of S. 531 which could delay 
energy self-sufficiency

(a) Scction202,18(d).—This subsection is interpreted to call for an 
environmental impact statement on the leasing program which would 
include an oil and gas resource assessment of each area to be offered 
for leasing.

Past lease prpgram schedules prepared by the Department have not 
required impact statements. Instead, environmental statements were 
prepared for individual sales scheduled. The Department is now pre 
paring a programmatic impact statement for the proposed accelerated 
program to lease ten million acres annually, and presumably a sepa 
rate impact statement will continue to be pVeparcd for each lease sale 
under that schedule. None of these statements would satisfy the lan 
guage of the bill as it is now written.

The time frame for completion of an impact statement in accordance 
with XEPA and a resource assessment as required in the bill could be 
restrictive. Preparation of a statement covering all areas to be in 
cluded in the program could require two to three years to complete. 
It probably would be more complex than the trans-Alaska pipeline 
and oil shale statements and much more comprehensive than the CEQ 
environmental assessment of OCS development on the Atlantic and 
Gulf of Alaska, which was completed in one year.

(6) Section W.—The proposed legislation would increase the De 
partment's obligation for gathering, mapping and publishing data on 
OCS resources. Geophysical maps and other data would be required 
to be. prepared and published by July 1, 1976, for OCS areas under 
lease or scheduled for lease on or before June 30,1977.

Preparation and mapping for publication of such data would be 
costly in manpo\yer and time; and because of the time lag for pre 
paring and releasing the mapped data, the information supplied would 
be of questionable value to industry. Industry itself collects and con 
tinually updates data on potential OCS prospects well ahead of 
scheduled lease sales and in many instances ahead of the initial data 
ga thcrcd by the Government.

This data publication provision may not significantly delay energy 
development from the OCS. However, it will divert technical exper 
tise away from data evaluation for selection of tracts to be offered for 
leasing. Identification of favorable prospects will be a critical factor 
in the success of an accelerated leasing program, especially in new 
frontier areas.

({•) Section 27.—This section requires completion of a study of 
methods to promote competition and maximize revenue, and presum 
ably production, from leasing OCS lands. The study would include a 
plan for implementing recommended administrative changes and 
drafts of proposed legislation.

The Department has evaluated these points in the past and is con 
tinually investigating procedures for improving OCS leasing. There 
fore, completing a study of these specified points within one, year 
would prove to be only an exercise since there is no provision in the 
Act to incorporate further changes in leasing methods without addi 
tional legislation.
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Succinctly stated, the Outer Continental Shelf Lands Act of 1953 
has been and remains a landmark legislative measure -which provides 
an ample statutory foundation for-the orderly management of the oil 
and gas resources of the federal offshore area. The administration 
has repeatedly emphasized, and we agree, that tampering with an Act 
that has steadfastly served the nation for over twenty years is unneces 
sary, undesirable, and counterproductive. S. '521 appears therefore 
counterproductive to rapid attainment of energy selr-sufficiency. 
4- The geological data disclosure authority granted by the bill is con- 

fscatory, anticompetitive, would discourage OCS exploratory 
efforts and in combination with the mapping proyram required 
by the bill could encourage speculators to seek OCS leasing rights 

Section. J8(i) authorizes the Secretary of the Interior to obtain 
unlimited "data" and "other information" from public and private 
sources concerning potential oil and gas reserves for use in preparing1 
Environmental Impact 'Statements; and

Section 19(b) directs the Secretary to require lessees and explora 
tion permit holders to disclose "any data about the oil or gas resources 
in the area subject to the lease" in order to conduct a mapping 
program.

Section 207 amends Section 11 of the existing Act and requires, as 
a condition for the issuance of an exploration permit, that the per 
mittee turn over to the government all data obtained (including well 
logs and the actual drill cores) during exploration.

(a). Such authority is CONFISCATORY in nature and could lead 
to an unconstitutional "taking of proprietary information".

The proposed new Sec. 19(h) in Sec. 202 directs the Secretary to 
require lessees to provide him with "any existing data (excluding 
interpretations) about the oil or gas resources in the area subject to 
lease," but gives the Secretary the exclusive right to decide when pub 
lic disclosure should occur. The lessee would have no right to his 
proprietary data that was acquired at great expense.

Although OCS lessees have, by regulation, traditionally been 
required to transmit raw data to the USGS resulting f rom drill 
ing and production operations, they have not been required to 
disclose either raw data or proprietary interpretative information 
resulting from exploratory efforts conducted pursuant to an ex 
ploration permit for unleased areas. Hence requiring such dis 
closure could result, in the confiscation of proprietary information. 

Even though the bill requires that the Secretary shall maintain 
the confidentiality of all such proprietary data or information so 
received, these requirements have been qualified by vague clauses 
pertaining to the amount of time such information or data shall 
remain confidential. 

It is likely that use of the data in the published maps and stir-

proprietary information, 
(b) Such disclosure of proprietary information and subsequent pub 

lication as part of the Environmental Impact Statements or as part
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of the mapping publications required by the act would be ANTI 
COMPETITIVE.

Such publication of proprietary information would alleviate 
or substantially reduce competition as between present or prospec 
tive OCS lessees. Regarding the disclosure of raw data as wefi as 
interpretative information, this anticompetitive effect is most 
severe in areas on the OCS not under lease. Exploration permits 
convey no exclusive rights to the holder to explore any area of the 
OCS. Each potential lessee has an equal right to explore .any 
unleased area of the OCS and in turn an incentive to do so in order 
to acquire sufficient information to enable him competitively to 
identify promising tracts. To require him to disclose cither 'data 
or interpretative information resulting from such exploratory 
initiatives cuts at the heart of the competitive system.

The very backbone of competitive free enterprise in the de 
velopment of the OCS is the fact that private companies main 
tain and build their competitive positions on the strength of 
their own proprietary information. For such information to be 
given out by the Federal Government would destroy that free 
competition and therefore severely delay development of the 
OCS resource.

(c) Rather than increasing the ease of entry into OCS production 
operations, providing increased competition, the data and information 
disclosure requirements in combination with the requirement that the 
Secretary publish such data and information would discourage private 
efforts to obtain such exploratory data and information on the OCS.

A company would object to using its own capital to finance 
exploratory efforts if the results of such efforts would automati 
cally be turned over to the government, which, through publica 
tion of such information in the form of maps and environmental 
impact statements would in turn be making it available to com 
peting companies. The result would be a substantial lessening 
of private exploration forcing an increased level of federal ex 
ploration and a subsequent, dependence upon such federal ex 
ploratory information by all companies wishing to obtain OCS 
leases. Thus, by virtue of the fact that the principal, if not ex 
clusive, source of exploratory information will be that collected 
by the federal government greater uncertainty on the part of the 
companies concerning the interpretation of'such data and re 
luctance by the companies to rely upon the exploratory informa 
tion collected by the government would serve as a disincentive 
to responsiblo companies to submit bids at future OCS lease sales.

(d) Instead. SPECULATORS would be encouraged to try to make 
a "fast buck" by utilizing the data published by the federal «nvern- 
ment as a basis for submitting bids at future ObS sales.
5. The -first steps toward the formulation of a Federal oil and gas 

corporation would be taken under the broad authority of the bill.
faction 19(1) authorizes the Interior Department to obtain in 

formation by itself conducting, contracting for or purchasing the re 
sults of, surveys and investigations.

Section J9(h) requires the industry to share its data about "the oil 
or gas resources" as a condition precedent for retaining a lease.
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Section 207 requires disclosure to the Interior Department of data 
obtained pursuant to exploration permits.

Section 19(c) directs the Interior Department to m&p the OCS and 
to a degree of detail suitable for actually drilling for oil and gas and 
that no area may be leased until such maps are published.

Such authorities, if exercised, would cause the Interior Depart 
ment to compete directly with private enterprise.

The enormity of the mapping requirements creates a huge in 
formational need which can be filled only by government enter 
ing the data business in competition with private enterprise. Oil 
exploration and geophysical companies which normally sell their 
information to oil companies, will not want to supply geo-scien- 
tific data if they know it would be made public, since its value 
stems from its remaining confidential. There is, thus a strong 
disincentive to the industry which could be overcome only by 
government exercising its authority to perform the surveys on 
its own account. Because of government's market impact, not only 
would the geo-data industry lose a major customer, but it would 
face a new, all powerful competitor which would obtain, com 
pile and publish the data at a fraction of its cost.

The need for increased drilling, caused by the mapping require 
ments, given the shortage of drilling rigs, would encourage the 
creation of a drilling fleet which also would compete with the 
drilling industry. Finally, the sections of the Act which authorize 
the collection of industry's raw data creates a distinct competitive 
disadvantage and an exploratory disincentive to private enter 
prise. The results of such a situation would be uncertainty, court 
bnttles, and delay. Industry would be forced out of business or 
out of the country in an effort to seek opportunities, thus increas 
ing the delay in OCS development and increasing costs to the 
consumer.

Once private industry has been throughly discouraged and de 
lays in OCS development arc apparent, the availability of mas 
sive amounts of high quality information, trained survey, drill 
ing and geological personnel and modem, sophisticated equip 
ment, would dictate the use of it all "in the public interest". When 
all the above elements are present, we would have a federal oil and 
gas exploration company, complete with an unlimited supply of 
prospects, a captive market and the ability to control prices. Short 
of such a result, the government could easily be inclined to na 
tionalize or partially nationalize the U.S. petroleum industry as 
the British government has already announced its intention to do 
in the North Sea area.

Such a temptation should never be presented to the government 
in a nation whose economic strength is the result of its protection 
of free enterprise.

6. Many problems posed by various provision*, of the bill, while trouble 
some individually, taken in the aggregate would came serious 
delays and inequities in expanding OCS leasing^ exploration, and 
production programs thereby frustrating, rather than expediting 
the achievement of domestic energy self-sufficiency

(a) Sections 20 and 21 of the bill cail for arbitrarily expanded and 
detailed safety programs.
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Section 20 provides for safety regulations, requiring Secretarial 

promulgation subject to the concurrence of EPA and of Secretary 
of the Department in which the Coast Guard is operating, a complete 
review within one year after enactment and new studies. Section 21 
would make Coast Guard responsible for oil spill clean up plans and 
operations and new section 22 makes it responsible for jointly with 
Interior for safety enforcement.

These provisions are unnecessary and administratively burdensome. 
Division of responsibility for the OCS program as provided in the bill 

Also there is no way for the Congress to be able to generalize 
and prescribe for .all future individual platforms in the Gulf of 
Mexico, the Atlantic, the Pacific and off Alaska, safety standards 
as all inclusive as those contained in Section 21. Implementing 
these safety requirements would cause serious delays not only 
because of expanded manpower and cost requirements, but also 
because of litigation which would result seeking to enjoin further 
OCS leasing, exploration, and production until all safety stand 
ards had been complied with, 

(b) Section 25 of tho. nil! authorizes citizen suits.
It thereby, in addition to citizen suits already encouraged by 

NEPA. creates broader standing for many new and separate 
causes of action to be brought against both the Interior Depart 
ment and any person alleged to be violating any part of the Act. 

• In light of the experience of the trans-Alaska pipeline litigation 
and numerous suits already brought under NEPA to enjoin OCS 
lease sales, this section would constitute an express invitation to 
each U.S. citizen to initiate lawsuits to slow down and otherwise 
delay tho entire OCS program.

Tlie citizens' suit provision of S. 521 is one more step toward 
"government by combat between attorneys".

.Under this provision any citizen with an interest which is or 
may bo adversely affected may commence a civil action to enforce, 
the law. Any citizen may intervene as a matter of right in a suit 
being diligently prosecuted by the government.

By providing a forum for private citizens to share in or become 
the dominant partner in the Executive Branch's Constitutional 
responsibility to execute and enforce tho laws of the land, tho 
Congress is frustrating and thwarting the goal of orderly devel 
opment of the Outer Continental Shelf.

Our system of jurisprudence has traditionally provided relief 
to pci-sons when direct injury is involved. The language of this 
section, however, would substitute "interest" for "injury". It then 
goes one step further and attempts to create the interest by the 
trust concept of Section 201 which states that "is a vital na 
tional resource held in trust by the Federal Government for all 
people." Under such a concept all citizens would have a justifi 
able interest under the bill even though the interest is shared in 
coimnon with all.other citizens and there is no injury to the party 
bringing the suit. This is in abdication of government. Enforce 
ment of the law of the land, insofar as the Outer Continental 
shelf is concerned, would be placed in the hands of citizens with 
out regard to the diligence with which the government is per 
forming its responsibilities. The net result will be a government 
by vigilantes.
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In any action taken by the Federal Government different law 
yers may have several different views which may or may not coin 
cide with the governments. The sole basis for permitting this di 
vergence of opinion to be argued in court should be whether or 
not a party has standing and is being injured. To provide other 
wise, as tliis section does, will encourage a proliferation of law 
suits. The resultant effect will be lucrative attorneys' fees and 
delay.

Statutes should encourage obedience to orderly process and re 
spect for lawful authority. This .provision of S. 521 does neither. 
Section 25 would .not only constitute an express invitation to 
citizens to initiate law suits to delay any or all parts of the ex 
panded OCS program and thereby frustrate the early attainment 
of energy self sufficiency, but would additionally substitute gov 
ernment by individual extremist groups for government by orga- 

•nized representation.
The impact on attainment of energy self sufficiency is incalcu 

lable. Each suit could result in delay. Since continuing action is 
required of the Secretary (annual revision or reapproval of the 
leasing plan, coastal state grants, revision of lease terms etc.) 
there is no end to the delay that can 'be encountered if suits are 
filed every time the Secretary is required to act.

Some measure of the type of delay this type of litigation can 
cause is illustrated by the nation's experience with the Alaska 
pipeline. The five year delay was ended only by an act of Congress 
at « time when due to severe petroleum shortages many were 
waiting in long lines to obtain gasoline.

The citizen suit concept had its origin, presumably, in instances 
where the government agencies responsible for enforcing the law 
were failing to perform their duty. Suits by private citizens were 
a means of correcting that governmental dereliction. Section 25 
assumes that the Secretary and other 'agencies of government will 
totally fail-to-perform their respective duties. It's almost anom 
alous that the functions assigned to the Secretary would be 
spelled out, and then, in effect, provide that if any citizen who 
doesn't agree with the Secretary can bring the matter up in 
litigation and let the Court decide 'whether the Secretary was 
right or wrong. A person who is injured should have "his day 
in court" and he does without citizen suit provisions. The citizen 
suit provision seems to encourage any person—who may not be 
iniurcd—to bring policy determinations into the courthouse.

NEPA already presents sufficient opportunity for citizens to 
participate in the OCS decision making process; in fact, too much 
opportunity.

The Courts have become more and more liberal in recent years 
in granting "standing" to sue. The liberalized standing concept 
was somewhat narrowed bv the Supreme Court in the Mineral 
King case (Sierra Club v. Morton). In that case the Court 'held 
that the goal is to put the right to litigate in the hands of those 
who have a direct stake in the outcome, not those who seek to do 
no more than vindicate their own value preferences through the 
judicial process. This decision still permits suit by any individual
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who has in fact suffered an injury or by an organization as a 
representative of members who have in fact suffered an injury. 

In Natural Resources Defense Council v. Morton several orga 
nizations sought and were granted an injunction barring lease sale 
of oil and gas on OCS because the NEPA statement failed to dis 
cuss in detail alternatives to the sale. This resulted in a delay of 
ono year.

Finally. Section 25 contains this technical defect: 
Citizen suits against lessees and other private persons should be 

limited to rules, regulations and pcnnits applicable to such persons 
so as to preclude nossible shut-down of OCS operations where basis 
of suit is collateral to actual lease operation—e.g. invalidity of general 
Secretarial regulations. '

(c) Judicial Review—Section 31 can of itself be helpful in eliminat 
ing many unnecessary delays in the OCS development process. How 
ever, two further refinements of Section 31 would oolstcr this presently 
incomplete section and avoid the pitfall of the "Citizen Suit" of 
Section 25:

First, it should extend the same type of judicial review to contests 
involving the approval of individual lease sale. Second, this section 
should state that judicial review petitions or suits relating to such 
lease sale approvals arc exclusively covered by this section and arc 
specifically excluded from citizen suits as Section 25.

(d) Under Section 23. there is established an unlimited liability for 
damages, clean-up, and removal.

A liability fund is cstnblishd through collection of 2% cents for 
each barrel of oil produced in the Outer Continental Shelf.

The Federal Water Pollution Control Act Amendments of 1972 
and well-established tort law provide full and adequate protec 
tion for damages and clean-up. To now establish new liability 
laws in this area is redundant and unnecessary. It is also counter 
to accelerating development of our domestic supplies. This re 
sults from requiring the diversion of $200.000,000 into a fund 
which could be more beneficially used to explore for and develop 
oil and gas.

In addition to the concept being ill-conceived, Section 23 is de 
ficient in the following ways:

(1) a lessee is linble for "damages to any person who is effected 
i: (a) within the territory of the United States. Canada or Mexico; 
(b) in or on waters within two hundred nautical miles of the 
baseline of the United States. Canada or Mexico from which the 
territorial sea of the United States, Canada or Mexico is measured; 
or (c) within one hundred nautical miles of any operations au 
thorized under this Act." It is inconceivable that in this bill deal 
ing with development of our Outer Continental Shelf that we are 
trying to establish international law on damages due to persons 
in foreign countries. This is the purpose and intent of numerous 

•international conventions and conferences, which are now tinder- 
way, e.g.. Law of the Sea Conference in Caracas. Venezuela. The 
scope of any liability section at this time should be limited to 
damages resulting in spills on the Outer Continental Shelf or 
in or on waters above the Outer Continental Shelf.
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(2) Strict liability is imposed for damages even if the damages 
that occur are caused by an "Act of God". This has been a well- 
accepted defense to strict liability and should be included as such 
under Section 23(b) (2). This is particularly true when there is 
an absolute requirement to clean-up any spills regardless of cause, 

(c) Section 203. Revision of Lease Terms, provides in part that 
bidding shall ta tit the discretion of the Secretary on the basis of a cash 
bonus with a fixed royalty or not less than 16%% or on the basis of a 
cash bonus with a share of the net profits derived from operation of the 
tract of no less than 50% reservea to the United States or on the basis 
of a rush bonus with a variable net profit bid.

Some of the. alternatives arc a "net profit" con:apt. If imple 
mented this would severely reduce if not retard O'CS development. 
A development program under a net profits sharing system would 
necessitate the recovery of substantially more reserves to economi 
cally justify the required expenditures to develop. Under this type 
of arrangement the lessee must recoup the tremendous costs of dry 
holes, lease acquisitions and other exploratory costs of non-pro 
ductive leases from which there is no profit. This format will thus 
result in the elimination of some prospective tracts from bid con 
sideration with the accompanying depression of production and 
reserves.

Under the existing bidding system, a bidders evaluation of the 
reserve potential is the principal factor in determining the 
amount of )x>nus bid for a given tract. Under the proposed net 
profits sharing system, it is possible that the level of bidding will 
l>c keyed more to a minimum earning requirement and minimum 
expenditure level. This could result in less development at a slower 
pace. The goal for the Outer Continental Shelf is to maximize 
production through full and accelerated development.

Many tracts awarded under a net profits leasing format would 
not lx> fully developed and would lx» abandoned earlier in their 
producing life in view of added cost burdens, resulting in a waste 
of natural resources.

The arithmetic associated with several of the profit sharing bidding 
options contained in the section pertaining to revised leasing proce 
dures, is inconsistent with the intent of thcv revisions. The numbers 
specified for minimum net. profit share to the Federal Government, 
while ostensibly included for the purpose of ensuing a "fair" return 
to tho Government, will have the actual effect of being so high* as to 
preclude bidding bv only the. most speculative of companies. The 
great irony is that these provisions—intended to assist smaller com 
panies to en tor COS operations—actually operate to prohibit these 
firms from participating at all. Tf no bids are offered, the lease will not 
he issued: wells will not. lx>, drilled; the Government will receive no 
revenues, and the consumer no oil.

Finally, Section 203 (3) (a) allows a lead time of only 00 days as 
to the ty'pe of bidding to be used. With so many options open, com 
panies need sufficient lead time to gather and assimilate data for the 
upcoming sale. Yet, the front end bonus bidding options and resultant 
large capital outlays will deter medium sized oil companies from bid 
ding. Hence, sufficient prior knowledge of which option will bo utilized 
by the Department of the Interior in an upcoming sale is necessary.
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Many companies will be reluctant to do an expensive pre-bidding 
evaluation of a tract 180 days before a sale for fear of an onerous 
bidding option being sprung upon them 90 days before the sale, mak 
ing their expenditures useless.
7. The bilPs separation, of the exploration phase from- the develop 

ment and production phase raises serious doiibts at to whether a 
leaseholder would have a reasonably -secure right to develop his 
leasehold.

Tho bill's provisions relating to development and production plans 
are unnecessarily complex and, provide for one unnecessary review 
procedure too many, requiring still another new time-consuming en 
vironmental impact statement and might seriously curtail future bid 
ding for OCS leases.

The latter results from the fact that S. 521 adds a major new ele 
ment of uncertainty to an already risky business.

Sec. 203, which revises Sec. 8 of the existing Act, states in subsec 
tion (b) (5) that "an oil and gas lease . . . shall entitle the lessee to 
explore, develop and produce the oil and gas resources contained 
within the lease areas: Provided hoioever, That such development and 
production is conditioned v-pon approval of the development and pro 
duction plan required by Section 6 of this Act."

Under the present Act and its regulations a leaseholder '3, of course, 
required to submit a development plan for the secretary's approval 
or modification. But, further provisions of S. 521 set up such a for 
midable obstacle course to achieving and preserving this approval that 
many a prudent manager may decide it would be extremely unwise to 
risk millions of his company's dollars to buy a lease he might never be 
able to produce. Moreover, the complex process of getting a develop 
ment, plan approved would apply not only to future leases but to 
existing lenses on which development or production had not started 
as of the effective date of the Act as well.

Prior to development and production, all lessees would be required 
to submit development and production plans to the Secretary, to the 
governors of the affected coastal states and to the Regional Outer Con 
tinental Shelf Advisory Boards established by Sec. 202. The Secre 
tary shall then tentatively approve the plan, or portions of it, and 
transmit it—together with the ubiquitous draft environmental impact 
statement—to nil of the preceding individuals and bodies, as well as 
to the general public and "any appropriate regional entity created 
by the Coastal Zone Management Act. Public hearings would be held 
60 days Inter. After tlmt. the operator would be free to proceed— 
"tentatively"—with development, or production.

Among the items which must be included in any development plan 
is one which appears to be completely superfluous. A proposed new 
subsection (d) (4) (IT) of the proposed new Sec. in the existing Act 
says the plan maker must certify "the consistency of the projected 
development and production plan in accordance with the provisions of 
section 307 of the Constal Zone Management Act."

Under that section of the CZM Act a state would have 60 days in 
which to accept or reject, such a certification and if it fails to act either 
way acceptance is "construefcivcly preserved." But, suppose a state 
had no coastal zone management program to which the planner could 
certify?
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Given the fact that other parts of Sec. 206 give the Secretary the 
broadest authority to approve, reject or require modification of these 
plans—because of what impact they may or may not have on the 
coastal zone, among other reasons—the certification required in ("H") 
is unnecessary.

The provisions relating to development and production plans, while 
often confusing, provide at least one clear message: A lessee faces an 
extremely hazardous journey if he sets out to obtain—and preserve— 
approval of the manner in which he seeks to develop, produce and de 
liver to shore the fruits (if any) of his exploratory efforts. Many we 
fear, will find that the risk is too great.

Although thorough review procedures are appropriate for the initial 
development plan in previously undeveloped areas to assure environ 
mentally safe operations, these extensive review procedures—including 
an environmental impact statement and a public hearing—are not 
needed in the previously developed areas such as offshore Louisiana 
nnd Texas. They will also not be needed in the future when the new 
frontier areas have experienced some development. However, the bill 
as now drafted would require this lengthy process on any and all dis 
coveries no matter when they were located or what the circumstances 
now or in the future.

A lessee must be assured of his right ultimately to develop and 
produce upon his lease holding if clone in a same manner. If this right 
is not guaranteed, then the "lease" is of considerably lesser value to 
|K)tential developers or even of no value at all.
#. The coastal State fund created by the bill wovld implement an un 

conscionable enticement of coastal States not to resist OOS leasing 
•programs on Federal lands aflyavtwl to their coast at the expeme 
of all TJ.8. taxpayers and particularly to the detriment of the 
citizens of inland States

The creation of a program for granting OCS revenues to adjacent 
coastal states under Section 25 is an unwarranted diversion of reve 
nues from the U.S. Treasury. Such a diversion of funds would be 
inflationary, inequitable, and constitute a poor budgetary practice. 
Tn addition, OCS receipts belong to all the people of the country who 
currently receive benefits through congressional appropriation from 
the Treasury. Diverting these revenues for coastal states only, with 
out requirement for need, would give coastal states windfalls and 
would require increased taxation to make up for diverted revenues. 

There arc three reasons for sharinsr OCS receipts only with coastal 
states Examination of these rationales will reveal their illusory char 
acter.

CHAPTKK fi. 1 SHAKING OCS REVKNUKS WITH AA.TACF.NT STATES
INTRODUCTION

This paper examines the. possibility of sharing Federal collection 
from Outer Continental Shelf (OCS) mineral production with ad 
jacent states. Tt considers various justifications which have been ad 
vanced for such sharing, examining the evidence in support of each,

* Reproduced from "Report of the Economic Working Group Outer ContlntnUl Shelf 
Tatk Force." May 1*72. bjr Dr. William A. Vofley, Chairman. OCS Economic Work Group.



117

the type(s) of sharing each suggests, and the adjacent states for which 
a rationale seems to be particularly appropriate. The paper also con 
siders the effect of different means on I* edcral revenues.

JUSTIFICATIONS FOR SHARING DCS REVENUES WITH ADJACENT STATES

Sharing OCS revenues with adjacent states has been supported for 
the following three reasons: (1) to compensate adjacent states for 
the adverse fiscal impact of OCS activity; (2) to compensate adjacent 
states for the advcrsa environmental impact of OCS activity; and 
(3) to mitigate state opposition to OCS activity. Each of these ra 
tionales is considered below.

(1) The argument has been made that OCS activity has an adverse 
fiscal impact on the adjacent state (s). Mineral production from the 
OCS does not yield any royalties or severance taxes to state govern 
ments. Yet the governments of adjacent states and localities must 
provide public services to OCS workers and their families. To help 
pay for these services, OCS revenues should be shared with adjacent 
states.

This argument, while making the accurate point that OCS mineral 
production does not yield any royalties or severance taxes to adjacent 
states, ignores the fact that OCS activity currently provides consider 
able revenues to adjacent states at present. Employees engaged in the 
various aspects of OCS activity arc subject to state income tax, state 
general and selective sales taxes, state license fees, and state and local 
property taxes. Businesses located onshore serving offshore facilities 
arc subject to state corporate income taxes, state sales taxes, and state 
and local property taxes.

The question thus Incomes one of determining whether the addi 
tional state and local revenues attributable to OCS activity exceed or 
are equal to additional state and local expenditures 'because of OCS 
activity, and, if not, whether this provides a rationale for sharing OCS 
revenues to make up the difference. For the average state, it is'likely 
that- revenues will exceed or equal expenditures for the following 
reasons. Offshore workers and onshore workers in support of offshore 
facilities have incomes at average to alx>ve-averagc levels compared to 
average per capita and family income in the adjacent states off which 
OCS activity has omirrod. Subsequently, they, on average, pay more 
capita in state sales and income, tnxos than the average resident of the 
state (those taxes accounted for 81 ̂  of all state tax collections in 
1070). They will, also on average, pay more personal property tax to 
local governments. Onshore facilities serving OCS activity are major 
components of the property tax base of the communities where they 
are located. ITcncc, OCS artivitv provides, in most cases, greater than 
average shares of state and local revenues.

Tn particular circumstances, states may bo able to prove a net bur 
den. Tf so. pavments corresponding to the net burden could l>e paid to 
affected states and localities. This, however, does not provide anv argu 
ment to sharing a fixod percentage of OCS revenues with adjacent, 
states.

(2) The argument has lx>en made that. OCS production poses the 
throat of potential environmental damage to adjacent states. OCS
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revenues should therefore be shared with adjacent states to provide 
compensation for these damages.

This argument, only supports impact payments as needed. It does 
not provide a rationale for regular sharing of a fixed percentage of 
OCS revenues. OCS production poses only a threat, not a certainty, 
of environmental damage. Compensation for damages is made only 
after damages have occurred, not whether they occur or not occur.

However, it is doubtful whether compensatory impact payments 
for environmental damage to adjacent states from OCS revenues is 
Hie appropriate means to handle potential problems here. Payments 
to states only are not likely to compensate all parties suffering dam 
ages. Moreover, if the liability for damages is borne by the Federal 
government, the incentives to' operating companies to minimize the 
probability of occurrence of damage-causing accidents would bo 
reduced.

An alternative approach to the problem would be to concentrate 
on minimizing the possibility of damage-causing accidents occurring 
bv maintaining strict, adequately enforced Federal regulation of 
OCS exploration and production and by permitting only companies 
which can demonstrate an adequate technical and financial capability 
to explore and operate OCS leases. When accidents do occur, the 
company responsible should be liable for proven damages. Only 
those companies which have the capability to bear such liabilities 
should be permitted to lease OCS lands.

(3) The argument has been made that sharing of OCS revemies 
with adjacent states is necessary to overcome political objections to 
OCS exploration and production. Current or proposed OCS activity 
has occasioned state suits for a variety of reasons. Sharing is seen as 
iv way of overcoming these.

The impact, of sharing hero depends on the sources and direction of 
state objections. States have crone into court with the Federal govern 
ment claiming rights to OCS production. But, this has not been a 
source, of opposition to OCS exploration and production, only to the 
sharing of revenues from it. This question is amenable to settlement, 
in the courts with OCS revenues held in escrow while exploration 
and production continue.

Several adjacent states (particularly Alaska. Louisiana, and Texas) 
have feared that offshore exploration and production will draw capi 
tal away from onshore exploration and production, thus having a 
loner-term negative impact on state severance tax income. From the 
point of view of the nation as a whole, it is desirable that investment 
in exploration goes where, it is likely to be most profitable (which, 
in the petroleum industry, generally means where production is likely 
to be most, prolific). Moreover, given the substantial revenues which 
these states still receive from onshore activity, this is not likely to 
provide a substantial source of opposition.

State and groups within states have obiected to OCS activity for 
fear of environmental damage. This has been the major reason for 
opposition to OCS exploration and production, particularly off the 
Atlantic Coast and off the California coast. It may also prove to be a 
source of opposition for Gulf of Alaska exploration as well. It is un 
known whether the sharing of OCS revenues with adjacent states



119

could overcome this opposition. Essentially, it depends on the charac 
teristics of the political coalition opposing OCS leasing. Such a 
measure is not likely to sway conscrvationist groups. It may produce 
some changes in position among state and local office-holders, probably 
in inverse proportion to the size of the opposing coalition. Alternative 
measures, such as those suggested under the discussion of the second 
argument, plus the establishment of a record of several years of explo 
ration and production free from major accidents is likely to be more 
effective in overcoming opposition from this quarter.

In short, revenue sharing for this purpose may not be effective or 
may be less effective than other means. Moreover, unlike criteria based 
on need, this purpose offers no guidelines for selecting the appropriate 
percentage of OCS revenue to be shared with the abjacent states.

Finally, any program to share a fixed proportion (ranging from 5% 
to 50%) of OCS revenues with the adjacent states would have propor 
tionally greater effects on Federal revenues. Such methods of sharing 
with adjacent states would encounter some problems in defining what 
constitutes the adjacent state. For OCS areas off Alaska, the Pacific 
Coast states, and the states bordering the Gulf of Mexico (with the 
possible exception of Louisiana-Mississippi-Alabama), this-presents 
no problem. For the states on the Atlantic Coast north of Chesapeake 
Bay, the whole matter is highly problematical. The extension of state 
boundaries seaward results in many intersections in potential OCS 
areas (such as the Georges Bank and the Baltimore Canyon Trough). 
In some cases, three states could legitimately make a claim to be the 
adjacent state. Unless some distributive formula were developed which 
was acceptable to all parties (such as equal shares where multiple 
claims can be established), sharing programs based on the premise of 
automatic sharing with the adjacent state are likely to occasion 
considerable litigation.

For the reasons sot forth in the above correspondence and supporting 
documentation, we question the wisdom, practicality and equity of 
Section 26.

The eight arguments detailed above should present .our colleagues 
with a compelling case for voting against S. 521.

•PAUL J. FAXXIX. 
CMFFOUD P. HAXSEN. 
DEWEY F. BAHTLBTT.

o


